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^ORT OF THE WORKING GROUP OF OFFICIALS ESTABLISHED TO 
REVIEW CRITERIA FOR THE ISSUING OF BANKERS' OPINIONS 

INTRODUCTION 

In its Final Report, the Royal Conunission of Inquiry into the 
Activities of the Nugan Hand Group (Stewart Commission) made 
a numoer of policy recommendations including 
Recommendation 11. 8 , namely: 

'That a committee be set up to liaise with appropriate 
professional bodies, such as the Australian Bankers' 
Association, with a view to establishing criteria to be 
followed by banks in respect of the issuing of opinions 
concerning their clients' financial standing and worth 
which they have reason to suspect will be relied upon in 
that regard by those requesting such opinions or those to 
whom such opinions are to be, or are likely to be, 
directed. ' 

2. At its meeting on 25 July 1985, the Officials' Committee 
on Law Enforcement decided to establish an informal working 
group of officials from Treasury, the Reserve Bank and 
Attorney-General's Department to consider this recommendation 
- a decision subsequently endorsed in the Special Minister of 
State's statement to Parliament on the Report on 



1122F 



CONFIDENTIAL 



CONFIDENTIAL 

2 



27 November 1985. The report has been prepared against the 
background of consultations between the Reserve Bank and the 
Australian Bankers' Association (ABA) and information 
collated by Treasury and Attorney-General's Department on the 
current legal standing of, and practice with, issuing 
bankers' opinions in Australia and other countries. 

DEFINITION 

3. As the term implies, bankers' opinions are essentially 
references or opinions provided by banks, to other banks, on 
the financial standing and worth of their clients. Such 
opinions are normally expressed in general terms and are 
based on a knowledgeable assessment of the client's financial 
standing and history. 

BACKGROUND TO MR JUSTICE STEWART'S RECOMMENDATION 

4. The concerns that led the Stewart Commission to focus on 
bankers' opinions arose from the apparent ability of the 
Nugan Hand Group to influence the issue of favourable 
opinions on its financial standing and the subsequent very 
effective use made of those opinions in expanding the Group's 
activities, particularly in South-east Asia. 
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5. Of particular concern to the Stewart Commission was its 
finding that, through a process of negotiation between the 
principals of the Nugan Hand Group and the branch manager of 
the bank with whom it dealt, the Group was able to inject 
into the bank's 'opinion', selected balance sheet information 
that had essentially been contrived to give an impression of 
a strongly expanding asset base. At the same time, the 
Stewart Commission found that the Nugan Hand Group was also 
able to achieve, through a series of suggested drafting 
amendments, the omission of other essential information, such 
as profit performance, and to have incorporated information 
on the activities of its overseas affiliates which did not 
deal directly with the Group's Australian bank and on which 
that bank was not therefore in a position to make any 
assessment. 

CURRENT PRACTICE IN ISSUING BANKERS' OPINIONS IN AUSTRALIA 

6. The ABA has advised that while there is no formal code 
within the banking industry under which opinions are sought 
and given, similar standards and conventions are observed by 
all banks. In essence, the opinion process in Australia 
amounts to an exchange of information on an inter-bank basis, 
opinions being sought by banks on behalf of customers. Banks 
do not respond to requests for opinions concerning their 
customers from third parties. 
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7. Information disclosed in response to requests for 
opinions is provided on a confidential basis and a 'without 
responsibility' disclaimer. Nevertheless^ because of the 
important principles involved^ opinions are authorised only 
by senior bank staff. 

8. As indicated earlier, opinions are based on information 
that is available to the bank directly by way of its dealings 
with the customer and, where appropriate, publicly available 
factual information. They are expressed in general terms 
and, reflecting a bank's obligation to secrecy in its 
dealings with clients, specific details such as account 
balances, borrowing arrangements and security held are not 
divulged. 

CURRENT LEGAL POSITION IN ISSUING OPINIONS IN AUSTRALIA 

9. Bankers' opinions come within the scope of Division 1 of 
Part V (the consumer protection provisions) of the Trade 
Practices Act 1974 and in particular sub-section 52(1) which 
prohibits, on a civil oasis, a corporation in trade or 
commerce, engaging in conduct that is misleading or deceptive 
or is likely to mislead or deceive. The general remedy for a 
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contravention of section 52 of the Act is damages under 
section 82. However^ if tne opinion contravenes one of the 
specific prohibitions contained in section 53 (false or 
misleading representations) or section 55A (certain 
misleading conduct in relation to services) the Dank may be 
liable to prosecution and be subject to a fine not exceeding 
$100,000. 

10. At common law, notwithstanding the fact that bankers' 
opinions are issued with a disclaimer of responsibility, 
there is a considerable body of case law dealing with the 
provision of information and advice and it is well 
established that bankers are under a duty of care to ensure 
that information provided in opinions is factual and given 
without negligence. While there would appear to be numerous 
precedents in case law, two major Australian cases, in 
particular, have resulted in judgements being given against 
banks for being negligent in failing to exercise reasonaole 
care and skill in giving an opinion or because the opinion 
was false or fraudulent, or given recklessly without regard 
to the truth. 
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CONSIDERATION OF THE ISSUES 

11. In considering the concerns raised by the Stewart 
Commission^ the Working Group first acknowledges the 
Commission's observation that the circumstances whereby a 
managing director of an alleged merchant bank was, in effect, 
able to prepare his own bank reference were extraordinary, 
particularly given the clear, well established legal 
obligation on bankers to exercise a duty of care in issuing 
opinions on their clients and the fact that it is not normal 
practice for banks to negotiate on the content of their 
opinions. 

12. The Working Group also considers it is particularly 
relevant that obtaining favourable opinions on their 
activities was but one part in a chain of deception and fraud 
perpetrated by the principals of the Nugan Hand Group. As 
noted by the Commission, the first step in this chain was the 
preparation of a set of accounts which misrepresented the 
true financial position of Nugan Hand Ltd (particularly in 
conveying a false impression of a rapidly expanding asset 
base) • The second step was to obtain the cooperation of the 
Nugan Hand Group's auditors in certifying these accounts. It 
was largely on the basis of those certified (but false) 
accounts that favourable opinions on Nugan Hand Ltd's 
activities were able to be elicited from the branch of the 
bank with whom it dealt. 
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OPTIONS 

13. In considering a possible Government response to the 
Stewart Conunission ' s recommendation there would appear to be 
essentially two options: 

a) Accept the thrust of the Commission's recommendation and 
seek to establish^ either by legislation or voluntary 
cooperation^ a set of guidelines to be followed by banks 
in issuing opinions on their clients; or 

b) continue to rely on the provisions of Division 1 of 

Part V of the Trade Practices Act 1974 and the common law 
'duty of care' doctrine which already provide appropriate 
legal sanctions against false and misleading 
representations and negligence, respectively, in the 
issue of opinions by banks on their clients. 

14. Option (a) has a possible advantage in that it could 
provide for some standardisation of the nature and detail of 
information included in bankers' opinions and, in particular, 
could go some way to meeting the specific concern of the 
Commission that only selective (ie favourable) balance sheet 
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information was included in opinions on Nugan Hand Ltd issued 
by its bank while other more important information, such as 
the Group's profitability, was excluded. That concern 
notwithstanding, the fact remains that the abovementioned 
first two links in the chain of fraud and deception 
perpetrated by the Nugan Hand Group were crucial to 
favourable opinions being obtained. Since those two links 
were clearly beyond the purview of information that could 
reasonably be expected to be subject to verification by any 
bank, it is douDtful whether any prescribed guidelines would 
have significantly altered the nature of the bank's opinion 
in this instance. 

15. As indicated earlier, the essential basis for issuing 
opinions is the bank's knowledge of the manner in which the 
client has conducted its accounts and the client's 
reliability in meeting its commitments to the bank . From the 
information available, it would seem that the Nugan Hand 
Group carefully orchestrated its dealings with the branch of 
the bank with whom it dealt to ensure an impression of 
reliability and soundness on both counts. 
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16. More generally r the detail of information included in 
bankers' opinions is essentially dictated by the nature of 
the enquiry itself. As the details included in an opinion 
will vary depending on what is relevant to the enquiry, a set 
of strict guidelines would seem impractical. Moreover, the 
ABA has advised that the vast majority of opinions are given 
orally and that form is preferred. 

17. Against that background, the Working Group concludes that 
implementation of formal guidelines to be followed by banks 
in issuing opinions is neither practicable nor necessary in 
meeting the concerns of the Stewart Commission. The Trade 
Practices Act and the common law 'duty of care' doctrine 
provide substantial legal sanctions in the event that 
opinions are given which are false or misleading, or prepared 
negligently. Furthermore, the Working Group notes that the 
Commission's other recommendations directed to the first two 
links in the chain of events mentioned above, particularly 
Recommendation 11.7 concerning the scope and duty of auditors 
would, if effectively met, go a long way to ensuring that the 
circumstances giving rise to its concerns regarding bankers' 
opinions do not reoccur. 
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18. The Working Group also notes that the issuing of bankers' 
opinions is not a matter that appears to be subject to any 
governmental direction in other countries. A summary of 
practices in issuing bankers' opinions and their legal 
standing in the UK^ US and Japan is Attached. 

19. The Working Group recognises, however, that there were 
several shortcomings identified by the Commission with 
aspects of the opinions issued on Nugan Hand Ltd that should 
have been readily apparent to the bank concerned since it 
would seem from the evidence available that they went beyond 
the bank's own criteria and guidelines. The Working Group 
considers therefore that these shortcomings identified by the 
Commission should be brought formally to the attention of 
banks with a view to seeking their assurances of greater 
vigilance in avoiding future problems. 

RECOMMENDATI ONS 

20. The Working Group considers that the implementation of 
formal guidelines to be adhered to by banks in the issuing of 
opinions on the financial standing of their clients is 
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neither necessary nor practicable in addressing the concerns 
raised by the Stewart Royal Commission. It nevertheless 
recommends that the concerns of the Commission be formally 
brought to the attention of individual banks by the Reserve 
Bank with a view to seeking their assurances of greater 
vigilance and avoiding the shortcomings identified in future. 



The Treasury 

Attorney-General's Department 
Reserve Bank of Australia 
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PRACTICES IN SOME OTHER COUNTRIES 

(i) UNITED KINGDOM 
Legal Standing 



There is no British statute law which relates directly to 
bankers' opinions, and no recent case law. Banks in the UK 
distinguish themselves from credit reference agencies (which 
are subject to the provisions of the Consumer Credit Act) in 
that the latter obtain information about other parties in 
order to provide it to third parties. 



Current Practice 



2. The practice followed in issuing bankers' opinions in 
the UK is, as might be expected, essentially the same as thai 
in Australia. In essence, the clearing banks issue standing 
instructions to their branch managers aoout preparing 
bankers' opinions. These instructions indicate whose 
requests for opinions are to be responded to, and how to 
respond. Under these instructions, bankers' opinions are 
normally issued by a branch manager on the same day as the 
request is received, and on the basis of the information he 
has to hand about the running of the client's account and hi 
knowledge of the client's business. 
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(ii) UNITED STATES 
Legal Standing 

3. There is no legislation specifically relating to the 
issue of bankers' opinions and neither the US Treasury nor 
the Federal Reserve Board play any role in the oversighting 
of the practice. The involvement of the authorities in the 
use of opinions appears solely related to opinions/references 
between governmental instrumentalities. 

Current Practice 

4. It is difficult to assess the role of bankers' opinions 
in the United States given the vast number and variety of 
financial institutions. Major banking houses do provide 
references for valued clients but these are tempered by the 
knowledge that legal recourse may be taken for any damages 
resulting from a misleading reference. In essence, the issue 
of bankers' opinions/references appears to be solely a matter 
for individual institutions to determine and there may not 
even be any informal guidelines governing their use. 
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(iii) JAPAN 
Legal Standing 

5. There are no specific laws or regulations (for 
instance, in the Banking Law), governing either, in the first 
instance, the terms in which bankers' opinions are given or 
secondly the nature of the legal liability that might 
subsequently arise. Any damages or compensation that might 
be sought would be a matter of contract law. 

Current Practice 

6. It would appear that the issuing of bankers' opinions 
is not a practice extensively followed in Japan. In fact, 
general policy seems to be for banks to withhold information 
from their competitors about the financial standing of their 
customers, especially information pertaining to a customer's 
overall position. This policy has been adopted to protect 
their established clientele and business, an attitude that 
has been reinforced in recent years because of the declining 
demand for banking loans as a result of financial 
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deregulation in Japan and a growing trend for companies to 
fund themselves directly from the market. On the very rare 
occasions that a bank would write a recommendation about one 
of its clients to a third party, this would be dictated by 
extremely unusual circumstances and where it was judged 
absolutely necessary in order to secure joint funding of a 
particular activity. 

7. There are, however, circumstances in which information 
exchanges occur informally between banks. Although confirmed 
in writing, the exchange is essentially conducted by 
telephone and is governed by certain conventions which the 
banks accept as having no legal force. These are that the 
bank giving the information accepts no responsibilities, that 
the receiving bank undertakes to observe the confidentiality 
of the information and that the requested bank is not obliged 
to furnish all the information sought. 
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STEvifiRT ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES Ui 
THE NUGAN HAND GROUP: REi>ORT OF THE WORKING GROUP OF 
OFFICIALS ESTAiiLISHED TO REVIEW CRITERIA FOR THE ISSUING OF 
BANKERS* OPINIONS 



At iLs mtetiay on 25 July trie Officials Coioaittee on Law 

Enforcement agreed to the establisnment of an informal 
workinv) group or officials comprising representatives frOiO 
Treasury, the Reserve BanK and Attorney-General's Department 
to consiaer recommendation 11.8 of the abovementioned Royal 
Commission namely, to review possible criteria for the 
issuing of banicers* opinions in Australia. I now enclose 
SIX copies of the working group's report on this matter for 
consideration by the Committee. 

The report has oeen preparea against the background of 
consultations oetween the Reserve Hank and the Australian 
Cankers' Association and information collated by Treasury ana 
Attorney-General's Department on the current legal standing 
of, and practice with, issuing bankers' opinions in Australia 
and other countries. Its recommenaations have oeen agreed to 
by all members of the working group. 



First Assistant Secretary 
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^pORT OF THE WORKING GROUP OF OFFICIALS ESTABLISHED TO 
REVIEW CRITERIA FOR THE ISSUING OF BANKERS' OPINIONS 

INTRODUCTION 

In its Final Report, the Royal Commission of Inquiry into the 
Activities of the Nugan Hand Group (Stewart Commission) made 
a numoer of policy recommendations including 
Recommendation 11.8, namely: 

'That a committee be set up to liaise with appropriate 
professional bodies, such as the Australian Bankers' 
Association, with a view to establishing criteria to be 
followed by banks in respect of the issuing of opinions 
concerning their clients' financial standing and worth 
which they have reason to suspect will be relied upon in 
that regard by those requesting such opinions or those to 
whom such opinions are to be, or are likely to be, 
directed. ' 

2. At its meeting on 25 July 1985, the Officials' Committee 
on Law Enforcement decided to establish an informal working 
group of officials from Treasury, the Reserve Bank and 
Attorney-General's Department to consider this recommendation 
- a decision subsequently endorsed in the Special Minister of 
State's statement to Parliament on the Report on 
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27 November 1985. The report has been prepared against the 
background of consultations between the Reserve Bank and the 
Australian Bankers' Association (ABA) and information 
collated by Treasury and Attorney-General's Department on the 
current legal standing of^ and practice with, issuing 
bankers' opinions in Australia and other countries. 

DEFINITION 

3. As the term implies, bankers' opinions are essentially 
references or opinions provided by banks, to other banks, on 
the financial standing and worth of their clients. Such 
opinions are normally expressed in general terms and are 
based on a knowledgeable assessment of the client's financial 
standing and history. 

BACKGROUND TO MR JUSTICE STEWART'S RECOMMENDATION 

4. The concerns that led the Stewart Commission to focus on 
bankers' opinions arose from the apparent ability of the 
Nugan Hand Group to influence the issue of favourable 
opinions on its financial standing and the subsequent very 
effective use made of those opinions in expanding the Group's 
activities, particularly in South-east Asia. 
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5. Of particular concern to the Stewart Commission was its 
finding that, through a process of negotiation between the 
principals of the Nugan Hand Group and the branch manager of 
the bank with whom it dealt, the Group was able to inject 
into the bank's 'opinion', selected balance sheet information 
that had essentially been contrived to give an impression of 
a strongly expanding asset base. At the same time, the 
Stewart Commission found that the Nugan Hand Group was also 
able to achieve, through a series of suggested drafting 
amendments, the omission of other essential information, such 
as profit performance, and to have incorporated information 
on the activities of its overseas affiliates which did not 
deal directly with the Group's Australian bank and on which 
that bank was not therefore in a position to make any 
assessment. 

CURRENT PRACTICE IN ISSUING BANKERS' OPINIONS IN AUSTRALIA 

6. The ABA has advised that while there is no formal code 
within the banking industry under which opinions are sought 
and given, similar standards and conventions are observed by 
all banks. In essence, the opinion process in Australia 
amounts to an exchange of information on an inter-bank basis, 
opinions being sought by banks on behalf of customers. Banks 
do not respond to requests for opinions concerning their 
customers from third parties. 

CONFIDENTIAL 
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7. Information disclosed in response to requests for 
opinions is provided on a confidential basis and a 'without 
responsibility' disclaimer. Nevertheless^ because of the 
important principles involved^ opinions are authorised only 
by senior bank staff. 

8. As indicated earlier, opinions are based on information 
that is available to the bank directly by way of its dealings 
with the customer and, where appropriate, publicly available 
factual information. They are expressed in general terms 
and, reflecting a bank's obligation to secrecy in its 
dealings with clients, specific details such as account 
balances, borrowing arrangements and security held are not 
divulged. 

CURRENT LEGAL POSITION IN ISSUING OPINIONS IN AUSTRALIA 

9. Bankers' opinions come within the scope of Division 1 of 
Part V (the consumer protection provisions) of the Trade 
Practices Act 1974 and in particular sub-section 52(1) which 
prohibits, on a civil oasis, a corporation in trade or 
commerce, engaging in conduct that is misleading or deceptive 
or is likely to mislead or deceive. The general remedy for a 
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contravention of section 52 of the Act is damages under 
section 82. However , if tne opinion contravenes one of the 
specific prohibitions contained in section 53 (false or 
misleading representations) or section 55A (certain 
misleading conduct in relation to services) the bank may be 
liable to prosecution and be subject to a fine not exceeding 
$100,000. 

10. At common law, notwithstanding the fact that bankers' 
opinions are issued with a disclaimer of responsibility, 
there is a considerable body of case law dealing with the 
provision of information and advice and it is well 
established that bankers are under a duty of care to ensure 
that information provided in opinions is factual and given 
without negligence. While there would appear to be numerous 
precedents in case law, two major Australian cases, in 
particular, have resulted in judgements being given against 
banks for being negligent in failing to exercise reasonaole 
care and skill in giving an opinion or because the opinion 
was false or fraudulent, or given recklessly without regard 
to the truth. 
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CONSIDERATION OF THE ISSUES 

11. In considering the concerns raised by the Stewart 
Commission, the Working Group first acknowledges the 
Commission's observation that the circumstances whereby a 
managing director of an alleged merchant bank was, in effect, 
able to prepare his own bank reference were extraordinary, 
particularly given the clear, well established legal 
obligation on bankers to exercise a duty of care in issuing 
opinions on their clients and the fact tnat it is not normal 
practice for banks to negotiate on the content of their 
opinions. 

12. The Working Group also considers it is particularly 
relevant that obtaining favourable opinions on their 
activities was but one part in a chain of deception and fraud 
perpetrated by the principals of the Nugan Hand Group. As 
noted by the Commission, the first step in this chain was the 
preparation of a set of accounts which misrepresented the 
true financial position of Nugan Hand Ltd (particularly in 
conveying a false impression of a rapidly expanding asset 
base) . The second step was to obtain the cooperation of the 
Nugan Hand Group's auditors in certifying these accounts. It 
was largely on the basis of those certified (but false) 
accounts that favourable opinions on Nugan Hand Ltd's 
activities were able to be elicited from the branch of the 
bank with whom it dealt. 
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OPTIONS 

13, In considering a possible Government response to the 
Stewart Commission's recommendation there would appear to be 
essentially two options: 

a) Accept the thrust of the Commission's recommendation and 
seek to establish, either by legislation or voluntary 
cooperation, a set of guidelines to be followed by banks 
in issuing opinions on their clients; or 

b) continue to rely on the provisions of Division 1 of 

Part V of the Trade Practices Act 1974 and the common law 
'duty of care' doctrine which already provide appropriate 
legal sanctions against false and misleading 
representations and negligence, respectively, in the 
issue of opinions by banks on their clients. 

14. Option (a) has a possible advantage in that it could 
provide for some standardisation of the nature and detail of 
information included in bankers' opinions and, in particular, 
could go some way to meeting the specific concern of the 
Commission that only selective (ie favourable) balance sheet 
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information was included in opinions on Nugan Hand Ltd issued 
by its bank while other more important information, such as 
the Group's profitability, was excluded. That concern 
notwithstanding, the fact remains that the abovementioned 
first two links in the chain of fraud and deception 
perpetrated by the Nugan Hand Group were crucial to 
favourable opinions being obtained. Since those two links 
were clearly beyond the purview of information that could 
reasonably be expected to be subject to verification by any 
bank, it is douDtful whether any prescribed guidelines would 
have significantly altered the nature of the bank's opinion 
in this instance. 

15. As indicated earlier, the essential basis for issuing 
opinions is the bank's knowledge of the manner in which the 
client has conducted its accounts and the client's 
reliability in meeting its commitments to the bank . From the 
information available, it would seem that the Nugan Hand 
Group carefully orchestrated its dealings with the branch of 
the bank with whom it dealt to ensure an impression of 
reliability and soundness on both counts. 
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16. More generally, the detail of information included in 
bankers' opinions is essentially dictated by the nature of 
the enquiry itself. As the details included in an opinion 
will vary depending on what is relevant to the enquiry, a set 
of strict guidelines would seem impractical. Moreover, the 
ABA has advised that the vast majority of opinions are given 
orally and that form is preferred. 

17. Against that background, the Working Group concludes that 
implementation of formal guidelines to be followed by banks 
in issuing opinions is neither practicable nor necessary in 
meeting the concerns of the Stewart Commission. The Trade 
Practices Act and the common law 'duty of care' doctrine 
provide substantial legal sanctions in the event that 
opinions are given which are false or misleading, or prepared 
negligently. Furthermore, the Working Group notes that the 
Commission's other recommendations directed to the first two 
links in the chain of events mentioned above, particularly 
Recommendation 11.7 concerning the scope and duty of auditors 
would, if effectively met, go a long way to ensuring that the 
circumstances giving rise to its concerns regarding bankers' 
opinions do not reoccur. 
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18. The Working Group also notes that the issuing of bankers" 
opinions is not a matter that appears to be subject to any 
governmental direction in other countries. A summary of 
practices in issuing bankers' opinions and their legal 
standing in the UK, US and Japan is Attached. 

19. The Working Group recognises ^ however ^ that there were 
several shortcomings identified by the Commission with 
aspects of the opinions issued on Nugan Hand Ltd that should 
have been readily apparent to the bank concerned since it 
would seem from the evidence available that they went beyond 
the bank's own criteria and guidelines. The Working Group 
considers therefore that these shortcomings identified by the 
Commission should be brought formally to the attention of 
banks with a view to seeking their assurances of greater 
vigilance in avoiding future problems. 

RECOMMENDATIONS 

20. The Working Group considers that the implementation of 
formal guidelines to be adhered to by banks in the issuing of 
opinions on the financial standing of their clients is 
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neither necessary nor practicable in addressing the concerns 
raised by the Stewart Royal Commission. It nevertheless 
recommends that the concerns of the Commission be formally 
brought to the attention of individual banks by the Reserve 
Bank with a view to seeking their assurances of greater 
vigilance and avoiding the shortcomings identified in future. 



The Treasury 

Attorney-General's Department 
Reserve Bank of Australia 
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PRACTICES IN SOME OTHER COUNTRIES 

(i) UNITED KINGDOM 
Legal Standing 

There is no British statute law which relates directly to 
bankers' opinions^ and no recent case law. Banks in the UK 
distinguish themselves from credit reference agencies (which 
are subject to the provisions of the Consumer Credit Act) in 
that the latter obtain information about other parties in 
order to provide it to third parties. 

Current Practice 

2. The practice followed in issuing bankers' opinions in 
the UK is^ as might be expected, essentially the same as that 
in Australia. In essence, the clearing banks issue standing 
instructions to their branch managers about preparing 
bankers' opinions. These instructions indicate whose 
requests for opinions are to be responded to, and how to 
respond. Under these instructions, bankers' opinions are 
normally issued by a branch manager on the same day as the 
request is received, and on the basis of the information he 
has to hand about the running of the client's account and his 
knowledge of the client's business. 
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(ii) UNITED STATES 
Legal Standing 

3. There is no legislation specifically relating to the 
issue of bankers' opinions and neither the US Treasury nor 
the Federal Reserve Board play any role in the oversighting 
of the practice. The involvement of the authorities in the 
use of opinions appears solely related to opinions/references 
between governmental instrumentalities. 

Current Practice 

4. It is difficult to assess the role of bankers' opinions 
in the United States given the vast number and variety of 
financial institutions. Major banking houses do provide 
references for valued clients but these are tempered by the 
knowledge that legal recourse may be taken for any damages 
resulting from a misleading reference. In essence, the issue 
of bankers' opinions/references appears to be solely a matter 
for individual institutions to determine and there may not 
even be any informal guidelines governing their use. 
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(iii) JAPAN 
Legal Standing 

5. There are no specific laws or regulations (for 
instance, in the Banking Law), governing either, in the first 
instance, the terms in which bankers' opinions are given or 
secondly the nature of the legal liability that might 
subsequently arise. Any damages or compensation that might 
be sought would be a matter of contract law. 

Current Practice 

6. It would appear that the issuing of bankers' opinions 
is not a practice extensively followed in Japan. In fact, 
general policy seems to be for banks to withhold information 
from their competitors about the financial standing of their 
customers, especially information pertaining to a customer's 
overall position. This policy has been adopted to protect 
their established clientele and business, an attitude that 
has been reinforced in recent years because of the declining 
demand for banking loans as a result of financial 
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deregulation in Japan and a growing trend for companies to 
fund themselves directly from the market. On the very rare 
occasions that a bank would write a recommendation about one 
of its clients to a third party^ this would be dictated by 
extremely unusual circumstances and where it was judged 
absolutely necessary in order to secure joint funding of a 
particular activity. 

7. There are, however, circumstances in which information 
exchanges occur informally between banks. Although confirmed 
in writing, the exchange is essentially conducted by 
telephone and is governed by certain conventions which the 
banks accept as having no legal force. These are that the 
bank giving the information accepts no responsibilities, that 
the receiving bank undertakes to observe the confidentiality 
of the information and that the requested bank is not obliged 
to furnish all the information sought. 
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TEL: 71 9111 



July 1986 



ROBERT GARRAN OFFICES 
NATIONAL CIRCUIT 
BARTON A.CT 2600 

PLEASE QUOTIGL85/15007MM 
YOUR REF: 83/631 



Secretary 
The Treasury 
CANBERRA ACT 



Attention: 





R M Be^Jgiam 
First Assistant Secretary 



Stewart Royal Commission of Inquiry - Nugan Hand Group 
I refer to your memorandum of 8 July 1986. 

2. I have no comments to make in respect of the further draft 
of the Report of the Working Group of Officials Established To 
Review Criteria For The Issuing Of Banker's Opinions. 



(G FLEMING) 
for Secretary 



q: 



CVI 



< 

UJ 

. a.' 
LiJ 

ca 



P83/631 



. Secretary 
Attorney-General's Department. 
CANBERRA ACT 2600 

ATTENTION Mr G. Fieniny 



-8 JUL 1986 



STEWART ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES, 
THE NUGAN HAND GROUP: DRAFT REPORT OF THE WORKING GROUP OF 
OFFICIALS ESTABLISHED TO REVIEW CRITERIA FOR THE ISSUING OF 
BANKERS' OPINIONS 



Thank you for your meaorandum of 23 June 1986 providing 
comments on our first or aft of the above-mentioned report. 
Your comments and those of tne Reserve Bank of Australia nave 
now been incorporated into a further draft of this report^ a 
copy of which is attached tor your further consideration 
prior to our forwarding it to the Chairman of the Qfticials 
Committee on Law Enforcement. 

As you will note, aside from the amendments you suggested 
(whicn have been incorporated in full) , the only other 
substantive changes, made at the request of the Reserve banK, 
have been to delete all references throughout theTeport to 
the ANZ Bank and to amend slightly the wording of the 
recommendation to ooviate the need to consider at this stage 
the detail of the proposed letter from the Reserve bank to 
individual banks on the matter. 

In the process of revising the draft we nave also dropped 
previous references to attacnraents mtenaeu to reprouuce the 
Special Minister of State's statement to Parliament on tne 
Nugan Hanu Report of 27 Novemoer 1985 and examples of the 
opinions issued on the Nugan Hand Group referred to oy 
Justice Stewart, both of which we now consiuer, would have 
added little of substance to the report. 

I woulu be grateful for any further comments on suggestions 
you may have by Id July 1986, if possible. Tne Treasury 
contact officer m Mi Murray Edwards (63 2828). 



R.M. Beetnam 

First Assistant Secretary 



The Secretary 

Reserve Bank ot Australia 

GPO Box 3947 

SYDNEY NSW 2001 

ATTENTION Mr D. McKenna 



Dear Sir 



STEWAKT ROYAL. COMMISSION OF INQUIRY INTO THE ACTIVITIES OF 
THE NUGAN HAND GROUP: DRAFT REPORT OF THE WORKING GROUP OF 
OFFICIALS ESTABLISHED TO REVIEW CRITERIA FOR THE ISSUING OF 
BANKERS* OPINIONS 



Tnank you for your letter of 23 May providin9 comments on tne 
first draft of tne aoove-mentxoned report. Your comments and 
tnose recently received irom Attorney-General's Department 
have been incorporated into a second draft of tnis report^ a 
copy of which ib attached for your further consideration 
prior to our forwarding it to the Chairman of the Officials 
Committee on Law Enforcement. 

As you will note, Attorney-General's Department have no 
proulema with the oroao thrust of the report and 
recommendations, their comments having been essentially 
confined to providing more definitive information on current 
law applicable to the issue of oankers' opinions. 

I would be graterui for any further comiaents or suggestions 
you may have by 18 July 1986 if possible. The Treasury 
contact officer is Mr Murray Edwards (63 2828). 



Yours faitnfully 



R.M. Beetnam 

First Assistant Secretary 
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REPORT OF THE WORKING GROUP OF OFFICIALS ESTABLISHED TO 
REVIEW CRITERIA FOR THE ISSUING OF BANKERS' OPINIONS 



INTRODUCTION 

In its Final Report^ the Royal Commission of Inquiry into the 
Activities of the Nugan Hand Group (Stewart Commission) made 
a number of policy recommendations including 
Recommendation 11. 8 ^ namely: 

'That a committee be set up to liaise with appropriate 
professional bodies, such as the Australian Bankers' 
Association, with a view to establishing criteria to be 
followed by banks in respect of the issuing of opinions 
concerning their clients' financial standing and worth 
which they have reason to suspect will be relied upon in 
that regard by those requesting such opinions or those to 
whom such opinions are to be, or are likely to Oe, 
directed. ' 

2. At its meeting on 25 July 1985, the Officials' Committee 
on Law Enforcement decided to establish an informal working 
group of officials from Treasury, the Reserve Bank and 
Attorney-General's Department to consider this recommendation 
- a decision subsequently endorsed in the Special Minister of 
State's statement to Parliament on the Report on 
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27 November 1985. The report has been prepared against the 
background of consultations between the Reserve Bank and the 
» Australian Bankers' Association (ABA) on tho matter and 
information collated by Treasury and Attorney-General's 
Department on the current legal standing of^ and practice 
with^ issuing bankers' opinions in Australia and other 
countries. 

DEFINITION 

3. As the term implies, bankers' opinions are essentially 
references or opinions provided by banks, to other banks, on 
the financial standing and worth of their clients. Such 
opinions are normally expressed in general terms and are 
based on a knowledgeable assessment of the client's financial 
standing and history. 

BACKGROUND TO MR JUSTICE STEWART'S RECOMMENDATION 

4. The concerns that led the Stewart Commission to focus on 
bankers' opinions arose from the apparent ability of the 
Nugan Hand Group to influence the issue of favourable 
opinions on its financial standing and the subsequent very 
effective use made of those opinions in expanding the Group's 
activities, particularly in South-east Asia. 
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5. Of particular concern to the Stewart Commission was its 
finding that, through a process of negotiation Detween the 
principals of the Nugan Hand Group and the branch manager of 
the bank with whom it dealt, the Group was able to inject 
into the bank's 'opinion', selected balance sneet information 
that had essentially been contrived to give an impression of 
a strongly expanding asset base. At the same time, the 
Stewart Commission found that the Nugan Hand Group was also 
able to achieve, through a series of suggested drafting 
amendments, the omission of other essential information, such 
as profit performance, and to have incorporated information 
on the activities of its overseas affiliates which did not 
deal directly with the Group's Australian bank and on which 
that bank was not therefore in a position to make any 
assessment. 

CURRENT PRACTICE IN ISSUING BANKERS' OPINIONS IN AUSTRALIA 

6. The ABA has advised that while there is no formal code 
within the banking industry under which opinions are sought 
and given, similar standards and conventions are observed by 
all banks. In essence, the opinion process in Australia 
amounts to an exchange of information on an inter-bank oasis^ 
opinions being sought by Danks on behalf of customers. Banks 
do not respond to requests for opinions concerning their 
customers from third parties. 



1122F 




4 



^^7. Information disclosed in response to requests for 

opinions is provided on a confidential basis and a 'without 
responsibility' disclaimer. Nevertheless^ because of the 
important principles involved^ opinions are authorised only 
by senior bank staff. 

8. As indicated earlier, opinions are based on information 
that is available to the bank directly by way of its dealings 
with the customer and, where appropriate, publicly available 
factual information. They are expressed in general terms 
and, reflecting a bank's obligation to secrecy in its 
dealings with clients, specific details such as account 
balances, borrowing arrangements and security held are not 
divulged. 

CURRENT LEGAL POSITION IN ISSUING OPINIONS IN AUSTRALIA 

9. Bankers' opinions come within the scope of Division 1 of 
Part V (the consumer protection provisions) of the Trade 
Practices Act 1974 and in particular sub-section 52(1) which 
prohibits, on a civil basis, a corporation in trade or 
commerce, engaging in conduct that is misleading or deceptive 
or is likely to mislead or deceive. The general remedy for a 
contravention of section 52 of the Act is damages under 
section 82. However, if the opinion contravenes one of the 
specific prohibitions contained in section 53 (false or 
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misleading representations) or section 55A (certain 
misleading conduct in relation to services) the bank may be 
liable to prosecution and be subject to a fine not exceeding 
$100,000. 



10. At common law, notwithstanding the fact that bankers' 
opinions are issued with a disclaimer of responsibility, 
there is a considerable body of case law dealing with the 
provision of information and advice and it is well 
established that bankers are under a duty of care to ensure 
that information provided in opinions is factual and given 
without negligence. While there would appear to be numerous 
precedents in case law, two major Australian cases, in 
particular, have resulted in judgements being given against 
banks for being negligent in failing to exercise reasonable 
care and skill in giving an opinion or because the opinion 
was false or fraudulent, or given recklessly without regard 
to the truth. 
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^CONSIDERATION OF THE ISSUES 

11. In considering the concerns raised by the Stewart 
Commission/ the Working Group first acknowledges the 
Commission's observation that the circumstances whereDy a 
managing director of an alleged merchant bank was, in effect , 
able to prepare his own bank reference were extraordinary^ 
particularly given the clear , well established legal 

obligation on bankers to exercise a duty of care in issuing 
opinions on their clients and the fact that it is not normal 
practice for banks to negotiate on the content of their 
opinions. 

12. The Working Group R cvcrtPiGlea s considers it is 
particularly relevant that obtaining favourable opinions on 
their activities was but one part in a chain of deception and 
fraud perpetrated by the principals of the Nugan Hand Group. 
As noted by the Commission, the first step in this chain was 
the preparation of a set of accounts which misrepresented the 
true financial position of Nugan Hand Ltd (particularly in 
conveying a false impression of a rapidly expanding asset 
base) . The second step was to obtain tne cooperation of tne 
Nugan Hand Group's auditors in certifying these accounts. It 
was largely on the basis of those certified (but false) 
accounts that favourable opinions on Nugan Hand Ltd's 
activities were able to be elicited from the branch of the 
bank with whom it dealt. 
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^OPTIONS 

13. In considering a possible Government response to the 
Stewart Commission's recommendation there would appear to De 
essentially two options: 

a) Accept the thrust of the Commission's recommendation and 
seek to establish^ either by legislation or voluntary 
cooperation^ a set of guidelines to be followed by banks 
in issuing opinions on their clients; or 

b) continue to rely on the provisions of Division 1 of 

Part V of the Trade Practices Act 1974 and the common law 
'duty of care' doctrine which already provide appropriate 
legal sanctions against false and misleading 
representations and negligence^ respectively ^ in the issue 
of opinions by banks on their clients. 

14. Option (a) has a possible advantage in that it could 
provide for some standardisation of the nature and detail of 
information included in bankers' opinions and^ in particular^ 
could go some way to meeting the specific concern of the 
Commission that only selective (ie favourable) balance sheet 
information was included in opinions on Nugan Hand Ltd issued 
by its bank while other more important information, such as 
the Group's profitability, was excluded. That concern 
notwithstanding, the fact remains that the abovementioned 
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^^first two links in the chain of fraud and deception 
perpetrated by the Nugan Hand Group were crucial to 
favourable opinions being obtained. Since those two linKs 
were clearly beyond the purview of information that could 
reasonably be expected to be subject to verification by any 
bank^ it is doubtful whether any prescribed guidelines would 
have significantly altered the nature of the banK's opinion 
in this instance. 

15. As indicated earlier, the essential basis for issuing 
opinions is the bank's knowledge of the manner in wnich the 
client has conducted its accounts and the client's 
reliability in meeting its commitments to the bank . From the 
information available, it would seem that the Nugan Hand 
Group carefully orchestrated its dealings with the branch of 
the bank with whom it dealt to ensure an impression of 
reliability and soundness on both counts. 

16. More generally, the detail of information included m 
bankers' opinions is essentially dictated by the nature of 
the enquiry itself. As the details included in an opinion 
will vary depending on what is relevant to the enquiry, a set 
of strict guidelines would seem impractical. Moreover, the 
ABA has advised that the vast majority of opinions are given 
orally and that form is preferred. 
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17. Against that background, the Working Group concludes that 
implementation of formal guidelines to be followed by banks 
in issuing opinions is neither practicable nor necessary in 
meeting the concerns of the Stewart Commission. The Trade 
Practices Act and the common law 'duty of care' doctrine 
provide substantial legal sanctions in the event that 
opinions are given which are false or misleading, or prepared 
negligently. Furthermore, the Working Group notes that the 
Commission's other recommendations directed to the first two 
links in the chain of events mentioned above, particularly 
Recommendation 11.7 concerning the scope and duty of auditors 
would, if effectively met, go a long way to ensuring that the 
circumstances giving rise to its concerns regarding bankers' 
opinions do not reoccur. 

18. The Working Group also notes that the issuing of bankers' 
opinions is not a matter that appears to be subject to any 
governmental direction in other countries. A summary of 
practices in issuing bankers' opinions and their legal 
standing in the UK, US and Japan is Attached. 

19. The Working Group recognises, however, that there were 
several shortcomings identified by the Commission with 
aspects of the opinions issued on Nugan Hand Ltd that should 
have been readily apparent to the bank concerned since it 
would seem from the evidence available that they went beyond 
the bank's own criteria and guidelines. The Working Group 
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^^considers therefore that these shortcomings identified by the 
Commission should be brought formally to tne attention of 
banks with a view to seeking their assurances of greater 
vigilance in avoiding future problems. 

RECOMMENDATIONS 

20. The Working Group considers that the implementation of 
formal guidelines to be adhered to by banks in the issuing of 
opinions on the financial standing of their clients is 
neither necessary nor practicable in addressing the concerns 
raised by the Stewart Royal Commission. It nevertheless 
recommends that the concerns of the Commission be formally 
brought to the attention of individual banks by the Reserve 
Bank with a view to seeking their assurances of greater 
vigilance and avoiding the snortcomings identified in future. 



The Treasury 

Attorney-General's Department 
Reserve Bank of Australia 
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PRACTICES IN SOME OTHER COUNTRIES 

(i) UNITED KINGDOM 
Legal Standing 

There is no British statute law which relates directly to 
bankers" opinions ^ and no recent case law. BanKs in the UK 
distinguish themselves from credit reference agencies (which 
are subject to the provisions of the Consumer Credit Act) in 
that the latter obtain information about other parties in 
order to provide it to third parties. 

Current Practice 

2. The practice followed in issuing bankers' opinions in 
the UK is^ as might be expected, essentially the same as that 
in Australia. In essence, the clearing banks issue standing 
instructions to their branch managers about preparing 
bankers' opinions. These instructions indicate whose 
requests for opinions are to be responded to, and how to 
respond. under these instructions, bankers' opinions are 
normally issued by a branch manager on the same day as the 
request is received, and on the basis of the information he 
has to hand about the running of the client's account and his 



iwledge of the client's business. 



(ii) UNITED STATES 
Legal Standing 

3. There is no legislation specifically relating to the 
issue of bankers' opinions and neither the US Treasury nor 
the Federal Reserve Board play any role in the oversighting 
of the practice. The involvement of the authorities in the 
use of opinions appears solely related to opinions/references 
between governmental instrumentalities. 

Current Practice 

4. It is difficult to assess the role of bankers' opinions 
in the United States given the vast number and variety of 
financial institutions. Major banking houses do provide 
references for valued clients but these are tempered by the 
knowledge that legal recourse may be taken for any damages 
resulting from a misleading reference. In essence, the issue 
of bankers' opinions/references appears to be solely a matter 
for individual institutions to determine and there may not 
even be any informal guidelines governing their use. 
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(iii) JAPAN 



Legal Standing 

5. There are no specific laws or regulations (for 
instance, in the Banking Law), governing either, in the first 
instance, the terms in which bankers' opinions are given or 
secondly the nature of the legal liability that might 
subsequently arise. Any damages or compensation that might 
be sought would be a matter of contract law. 

Current Practice 

6. It would appear that the issuing of bankers' opinions 
is not a practice extensively followed in Japan. In fact, 
general policy seems to be for banks to withhold information 
from their competitors aoout the financial standing of their 
customers, especially information pertaining to a customer's 
overall position. This policy Has Deen adopted to protect 
their established clientele and business, an attitude that 
has been reinforced in recent years because of the declining 
demand for banking loans as a result of financial 
deregulation in Japan and a growing trend for companies to 
fund themselves directly from the market. On the very rare 
occasions that a bank would write a recommendation about one 
of its clients to a third party, this would be dictated by 



jBlremeiy unusual circumstances and where it was judged 
absolutely necessary in order to secure joint funding of a 
particular activity. 

7. There are, however, circumstances in which information 
exchanges occur informally between banks. Although confirmed 
in writing, the exchange is essentially conducted by 
telephone and is governed by certain conventions which the 
banks accept as having no legal force. Tnese are that the 
bank giving the information accepts no responsibilities, that 
the receiving bank undertakes to observe the confidentiality 
of the information and that the requested bank is not ooliged 
to furnish all the information sought. 
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REPORT OF THE WORKING GROUP OF OFFICIALS ESTABLISHED TO 
REVIEW CRITERIA FOR THE ISSUING OF BANKERS' OPINIONS 



INTRODUCTION 



In its Final Report^ the Royal Commission of Inquiry into the 
Activities of the Nugan Hand Group (Stewart Commission) made 
a numoer of policy recommendations including 
Recommendation 11*8, namely: 



y 

X 

y 



•That a coiamittee be set up to liaise with appropriate 
professional bodies, such as the Australian Bankers' 
Association, with a view to establishing criteria to be 
followed by banks in respect of the issuing of opinions 
concerning their clients* financial standing and worth 
which they have reason to suspect will be relied upon in 
that'^egard by those requesting such opinions or those to 
whom such opinions are to be, or are likely to be, 
d ir ec ted • • /7^>v/^^^ ^ 




2. At its meeting on 25 July 1985, the Of ficialls' Committee 

on Law Enforcement' ngrwifi tiai thc yestablish V(riiMi ii mf 

informal working group of officials from Treasury, the 

Reserve Bank and Attorney-General's Department to consider 

this recommendation-;^\The Reserve Bank subsequently consulted 

— — — ^ ^M) 

'^with the Australian Bankers' Assoc iatiolt^ on ^the matter and 

information was collated by Treasury and Attorney-General's 

Department on the current legal standing of, and practice 



with, issuing bankers opinions in Australia and other 




countries. 




DEFINITION 



3. As the term implies^ banker^ opinions are essentially 
references or opinions provided by banks^ to other^banks^ on 
tne financial standing and worth of their clients. Such 
opinions are normally expressed in general terms and are 
based on a knowledgeable assessment of the client's financial 
standing and history. 

BACKGROUND TO MK JUSTICE STEWART'S RECOMMENOATION 

4. The concerns that led the Stewart Commission to focus on 
bankers' opinions arose from the apparent ability of the 
Nugan Hand Group to influence the issue of favourable 
opinions on its financial standing and the subsequent very 
effective use made of those opinions in expanding the Group's 

e 

activities^ particularly in South-^ast Asia. 

5. Of particular concern to the Stewart Commission was its 
finding tnat# through a process of negotiation between the 
principals of the Nugan Hand Group and the branch ^nager of 
the bank with whom it dealt^ the Group was able to inject 
into the bank's 'opinion', selected balance sheet information 
that had essentially been contrived to give an impression of 
a strongly expanding asset base. At the same time, the 
Stewart Commission found that the Nugan Hand Group was also 
able to achieve, through a series of suggested drafting 
amendments, the omission of other essential information, such 
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'as profit performance^ and to have incorporated information 
on the activities of its overseas affiliates which did not 
deal directly with the bank giving the opinion and on which 
the bank was not therefore in a position to make any 
assessment. 

CURRENT PRACTICE IN ISSUING BANKERS OPINIONS IN AUSTRALIA 

MA 

6. The AttS ^rallQn Dankcro' Asa ae iation ^BAf has advised 
that while there is no formal code within the banking 
industry under which opinions are sought and given^ similar 
standards and conventions are observed by all banks. In 
essence^ the opinion process in Australia amounts to an 
exchange of information on an inter-bank basis ^ opinions 
being sought by banks on behalf of customers. Banks do not 
respond to requests for opinions concerning their customers 
from third parties. 

7., Information disclosed in response to requests for 
opinions is provided on a confidential basis and a 'without 
responsibility • disclaimer. Nevertheless^ because of the 
important principles involved^ opinions are authorised only 
by senior bank staff. 



8. AS indicated earlier, opinions are based on information 
that is available to the bank directly by way of its dealing: 
with the customer and, where appropriate, publicly available 
factual information. They are expressjed in general terms 
and, reflecting a bank's obligation to secrecy in its 
dealings with clients, specific details such as account 
balances, borrowing arrangements and security held are not 
divulged. 






CUiUlENT LBGAI. POSITION IN ISSUING OPINIONS IN AUSTRALIA 
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iOy9, Hotl m ttoJtmi i Hi i ij i jLhiJ fdc TLnat bankers* opinions are 
issued with a disclaimer o£ responsibility, there is a 
considerable body of case law dealing with the provision of 
information and advice and it is well established that 
bankers are under a duty of care to ensure that information 
provided in opinions is factual and given without 
negligence. While there would appear to be numerous 
precedents in case law, two major Australian cases, in 
particular, have resulted in judgements being given against 
banks for being negligent in failing to exercise reasonable 
care and skill in giving an opinion or because the opinion 
was false or f raudul)|rfit, or given recklessly without regard 
to the truth. 

CONSIDERATION OF THE ISSUES 

kcT. In considering the concerns raised by the Stewart 
Commission, the Working Group first acknowledges the 
Commission's observation that the circumstances whereby a 
managing director of an alleged merchant bank was, in effect, 
able to prepare his own bank reference were extraordinary, 
particularly given the clear, well established legal 
obligation on bankers to exercise a duty of care in issuing 
^opinions on their clients ^w^. 



Bankers' opinions 
Division 1 of Part 
provisions) of the Trade 
articular sub-s.52(n 
•■sis, a corporation 



come within i-k^ 
which prohibits," 




CURRENT LEGAI, POSITION IN ISSUING OPINIONS IN AUSTRALIA 



If 



My 



10/9. Huul ii OTCTLmi i U i ij ; t he fac i£ tnat bankers* opinions are 
issued with a disclaimer o£ responsibility, there is a 
considerable body of case law dealing with the provision of 
information and advice and it is well established that 
bankers are under a duty of care to ensure that information 
provided in opinions is factual and given without 
negligence. While there would appear to be numerous 
precedents in case law, two major Australian cases, in 
particular, have resulted in judgements being given against 
banks for being negligent in failing to exercise reasonable 
care and skill in giving an opinion or because the opinion 
was false or f raudul)|rht, or given recklessly without regard 
to the truth. 



CONSIDERATION OF THE ISSUES 

[[ Irtfl In considering the concerns raised by the Stewart 
Commission, the Working Group first acknowledges the 
Commission's observation that the circumstances whereby a 
managing director of an alleged merchant bank was, in effect, 
able to prepare his own bank reference were extraordinary, 
particularly given the clear, well established legal 
obligation on bankers to exercise a duty of care in issuing 
opinions on tJieir clients ^t^ucAy^ 

7e^?7<-vHt^^ X^^^^i^ ^^^huMia ^ n<mtr^ cfx^uu 
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prosecution anu 
$100 .OOO^^ 



^ ^p^^,i<^The Working Group nevertheless considers it is 

particularly relevant that obtaining favourable opinions on 
their activities was but one part in a chain of deception and 
fraud perpetrated by the principals of the Nugan Hand Group. 
As noted by the Comxaissionr the first step in this chain was 
the preparation of a set of accounts which misrepresented the 
true financial position of Nugan Hand Ltd (particularly in 
conveying a false impression of a rapidly expanding asset 
base) • The second step was to obtain the cooperation of the 
Nugan Hand Group's auditors in certifying these accounts. It 
was largely on the basis of those certified (but false) 
accounts that favourable opinions on Nugan Hand Ltd's^ 

V activities were able to be elicited from the /c*^ttp-*«^45anic fx>i:^^ 

Y ♦"^l^ P i t*- ^"'^ T^iint-nr C^rngt hr fl nCh Of tha^^ A Ng-Qt^W . 

OPTIONS 

^ /3 considering a possible Government response to the 

Stewart Commission's recommendation there would appear to be 
essentially two options: 

a) Accept the thrust of the Commission's recommendation and 
seek to establish^ either by legislation or voluntary 
cooperation, a set of guidelines to be followed by banks 
in issuing opinions on their clients; or 



b) l^*^ continue to rely on the provisions of Division 1 of 
Part V of the Trade Practices Act 1974 and the common 
? law 'duty of care' doctrine which already provide 
^appropriate legal sanctions against false and misleading 
representations and negligence respectively in the issue 
of opinions by banks on their clientsJ^*^ 
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sthe circumstances under which the Uuganfit^fid Group 
were>atjle to obtain favourable opirtlions on their 
activitiesV^e extraordin^HT^ and 

the 'duty of caf^ doc trihsJ already provides 
considef^al^e legal sanction agaliv^ negligence in 
th^B^ssue of opinions by banks on thei^^^clients. 



^ ICj- Option (a) has a possible advantage in that it could 

provide for some standardisation of the nature and detail of 
information included in bankers* opinions and, in particular, 
could go some way to meeting the specific concern of the 
Commission that only selective (ie favourable) balance sheet 
7^ information was included in^ wc AMfl'o j > ffor a nflT 8 on Nugan Hand 

Ltdy^while other more important information, such as the 
Group's profitability, was excluded, Tnat concern 
notwithstanding, the fact remains that the abovementioned 
first two links in the chain of fraud and deception 
X perpetrated by the Nugsn Hand Group were crucial to 

favourable opinions being obtained. Since those two links 
were clearly beyond tne purview of information that could 
reasonably be expected to be subject to verification by any 
^ bank, it is tft^i^MMB^ doubtful whether any prescribed 

y guidelines would have mati,r iiHT^nl f rrrri the nature of the 



bank's opinion in this instance. 
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/5>rC As indicated earlier ^ the essential basis for issuing 
opinions is the bank^s knowledge of the manner in which the 
client has conducted its accounts and the clients reliability 
in meeting its commitments to the bank ^ From the information 
available^ it would seem that the Nugan Hand Group carefully 
orchestrated its dealings with the branch of the with v 

whom it dealt to ensure an impression of reliability and 
soundness on both counts • 



/t, ig^ tlor^-i4r. =."'i^i'»»'-Ty ^vompiif<«'rt hy fhP PYftmnles in rhp 
Commigsio 

'ifsclP. »S tK«- ^€.nMi3 i.ac.i**^-.-' * —I * - \ 



tan thf^rmn*-^^", ^m^lnrrnr^ if-^rinn nnn n ldQgQbl¥ anA IS) 

^ gq^ r^ l><^ 1 ]y ^ir.^^^^ Ky ^hft nat-nrn nf th e a nau i rv lffi <> 1f . 



op i n i ons a re g i v e n o r all y and *.^ h>gii "i t a pgeff e r e i 



a nd .>t hwirB"ii a pg e f e r e nc e £nr lih i^ 



^'7 Against that background^ the Working Group concludes that 

implementation of formal guidelines to be followed by banks 

hor 

in issuing opinions is neither practicable >jr^necessary in 
meeting the concerns of the Stewart Commission* 



____ Trade Practices Act and the common law 'duty of 
care' doctrine provide substantial legal sanctions in 
the event that opinions are given which are false or 
misleading, or prepared negligently?^ 

%tfefirBS3DD-w furthermore^ the Working Group notes tnat the 
Commission's other recommendations directed to the first two 
links in the chain of events mentioned above^ particularly 
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^ Recooiaendation 11 • 7 concerning the scope and duty of 
auditors would, if effectively met, go a long way to 
ensuring that the circumstances giving rise to its concerns 
regarding bankers* opinions do not reoccur* 

The Working Group also notes that the issuing of bankers' 
opinions is not a matter that appears to be subject to any 
governmental direction in other countries. A summary of 
practices in issuing bankers' opinions and theirlegal 
standing in the UK, US and Japan is provided a9 Attachment|.)l^f^^ 

l\ Xa; The Working Group recognises, however, that there were 
several shortcomings/with aspects of the opinions issued ^ 



on Nugan Hand Ltd ^entified b y the Commissig^ that 
should have been readily apparent to the bank^since it would 
seem from the evidence available^ that they went beyond the 
bank's own criteria and guidelines. The Working Group 
considers therefore that these shortcomings identified by the 
Commission should be brought formally to the attention of 
banks with a view to seeking their assurances of greater 
vigilance in avoiding future problems. 

RECOMMENDATIONS 

%0}^ The Working Group considers that the implementation of 
formal guidelines to be adhered t^ by banks in the issuing of 
opinions on the financial standing of their clients is 
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neither necessaryAor practicable in\adciressing the concerns 
raised by the Stewart Royal Commission. \t nevertheless 
recommends that the concerns of the Commission be formally 
brought to the attention o^banks^ by- way o f toe attach e d 

letter Iium the Qova^nog e f ^the Reserve Bank^ with a 
view to seeking their assurances of greater vigilance ^^o^ 
avoiding the shortcomings identified \n future. 



\ 



The Treasury 

Attorney-General's Department 
Reserve Bank of Australia 
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ATTORNEY-GENERAL'S DEPARTMENT 

TEL: 71 9111 ROBERT GARRAN OFFICES 

NATIONAL CIRCUIT 
BARTON A CT 2600 



PLEASE QUOTE: 
YOUR REF: 



CL85-15007 



23 June 1986 



The Secretary t uJi ^ 

The Treasury ^ 
CANBERRA ACT 2600 




Attention: Mr K Wal 



^er ^4 



Royal Commission of Inquiry into the Activities of the Nugan 
Haud Group, Recommendation II. 8> Banker Opinions 

I refer to Mr K Waller's memorandum of 29 April 1986 and the 
attached draft Report of the Working Group of Officials 
Established to Review Criteria for the issuing of Banker's 
Opinions. My comments on the draft Report are set out below. 

2. Before the current paragraph 9 a new paragraph 9 as 
follows should be inserted: 

"9. Bankers opinions come within the scope of 
Division 1 of Part V (the consumer protection 
provisions) of the Trade Practices Act 1974 and in 
particular sub-s.52(r5 which prohibits, on a civil 
oasis, a corporation in trade or commerce, engaging in 
conduct that is misleading or deceptive or is likely to 
mislead or deceive. The general remedy for a 
contravention of s.52 of the Act is damages under s.82. 
However, if the opinion contravenes one of the specific 
prohibitions contained in s.53 (false or misleading 
representations) or S.55A (certain misleading conduct in 
relation to services) the bank may be liable to 
prosecution and be subject to a fine not exceeding 
$100,000.*' 




/by I 




- 2 - 



3. 

''At 



At the beginning of the current paragraph 9 the words 
common law'' should be inserted. 



Paragraph 12(b) should be amended to read as follows: 



"b) continue to rely on the provisions of Division 1 of 
Part V of the Trade Practices Act 1974 and the common 
law 'duty of care' doctrine which already provide 
appropriate legal sanctions against false and misleading 
representations and negligence respectively in the issue 
of opinions by banks on their clients." 

5. In relation to paragraph 16 the second sentence should 
be amended to read as follows: 

"The Trade Practices Act and the common law 'duty of 

care' doctrine provide substantial legal sanctions in 

the event that opinions are given which are false or 
misleading, or prepared negligently." 

6. It would be appreciated if, in due course you would 
forward for comment a copy of the proposed letter to the 
Reserve Bank. 

7. Should you wish to discuss any of the suggested changes 
please contact Mr G. Fleming on 719271. 




for Secretary 



jot, 

ec My 




65 MARTIN PLACE 
BOX 3947 GPO SYDNEY 2001 
TELEPHONE 234 9333 



RESERVE BANK OF AUSTRALIA IN REPL Y PLEASE QUOTE g 

22 May 1986 



Refer Mr M. Edwards 

The Secretary to the Treasury 
The Treasury 
Parkes Place 
CANBERRA ACT 2600 



Dear Sir^ 

STEWART REPORT ON ACTIVITIES OF NUGAN HAND GROUP ; 
BANKERS' OPINIONS 

We refer to your letter of 29 April and offer the 
following comments on the draft OCLE Report. 

As mentioned on the phone, we believe it is not helpful 
to make specific references to the bank involved with 
Nugan Hand opinions, and we would prefer any such 
references omitted. These occur in paragraphs 11, 13, 
14, 15, 18. The situation in paragraph 15 might be met 
by simply removing the words "by the ANZ and others" 
from line 2. 

Paragraph 10 would be strengthened by ABA advice that 
it is not normal practice for banks to negotiate on the 
content of their opinions. 

Paragraph 13: 

- delete "extremely" from line 15; 

- substitute "significantly" for "materially" in 
line 16. 

Paragraph 15 - suggested redraft as follows: 

"More generally, the detail of information included in 
bankers' opinions is essentially dictated by the 
nature of the enquiry itself. As the details included 
in an opinion will vary depending on what is relevant 



to the enquiry, a set of strict guidelines would seem 
impractical. Moreover, the ABA have advised that the 
vast majority of opinions are given orally and that 
form is preferred." 

Paragraph 19, last sentence to read "It nevertheless 
recommends that the concerns of the Commission be 
formally brought to the attention of individual banks 
by the Reserve Bank with a view to seeking their 
assurances of greater vigilance and avoiding the 
shortcomings identified in future". 

Yours faithfully, 




M.R. Hill 
Secretary 



The Secretary 

Pe«erve Bank of Australia 

r-r -^y 7947 



NSW 2001 



ATTFNTIOK Kr P. ^•^Kf»nn^ 



Dear Sir 



FTFWAFT POYAL CCMI-ISSTOK OF TKODIPY INTO THE ACTIVITIES OF 
•TFF V FAKD CPOUPx PFCOPI^^FWDATICK 11 - *rAKFFPS« 

CP! 



As you will recall, at ItP meetiro on 25 July 1985 the 
Officials Coiririttee on Lav Fnforceirent (CCLF) aoreed to the 
establishment of an Irfori^al worklno qroup coirprislno 
representatives fror. TreasurVt the Peserve Bank and the 
Attorney-General's Pepartirent to consider the aboveF^ent loned 
rerorrf rr*^t ion rrncernino bankers* opinions* 

Vith the necessary backqround inforiration nov havlno been 
asseirbled, we attach for your consideration a copy of a draft 
report we have prepared on the flatter. Ke stress that the 
draft reflects our prellirlnary thouchts only and has been 
prepared as a basis for progreesinq the iratterr consistent 
with the Inforral nature of the working group. Once the 
report is fine^^^-^r^ It is Intended that it would be forwarded 
to the Chairir^ ^he OCLF* 

Ke would be grateful for your cowments on the draft by 16 Fay 
if possible. The contact officer in Treasury on this Platter 
1« Nr V. ^^wards, ^3 2P28. 



Yours faithfully 



M. J. Ca!!^.^.^31l 



Y. V-aller 

Acting First Assistant Secretary 




The ?f»cretary 

^ ttorn^y-General 's Pepartirent 



Voltrlnp 



STFWFT PCYAL COMFIFSTCN OF IKOHIPY INTO TPF ACTIVITIEF OF 
TFF KWAK HAKH GPCrPt PPCOFWFKDATIOK ll.P - •RAKKFKS' 
OPINIONS' 



As you will recall, at its ©eetlnc on 25 July 1985 the 
Officials Comipittee on I^v Fnfcrcement (CCLE) agreed to the 
estahl ifihFent of an informal vorVino group coirprlfiinq 
Tf^prf^serytativen frorr Trearury, the Feperve Bank and the 
Attorney-General •« DepartFent to consider the ahoveirentioned 
reccFir.endation concerning bankers' opinions • 

Kith the necessary hackoround information now having been 
assexrhled, we attach for your consideration a copy of a draft 
report we have prepared on the matter. K'e stress that the 
draft reflects our preliminary thouohts only and has been 
prepared as a basis for prooressinc the matter, consistent 
with the informal nature of the working group. Once the 
report is finalised it is Intended that it would be forwarded 
to the Chairman of the C<TF. 

Ve would be grateful for your comments on the draft by 16 Kay 
if possible. The contact officer in Treasury on this icatter 
is Vr Fdwards, 63 2P2P. 



M. J. CaDaghan 
F. Kaller 

Acting First Assistant Secretary 



2 9 APR 1985 



REPORT OF THE WORKING GROUP OF OFFICIALS 
ESTABLISHED TO REVlEVi CRITERIA 
FOR THE ISSUING OF BANKERS* OPINIONS 



Marca ^ 
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REPORT OF THE WUKKINli GROUP OF OFFICIALS ESTABLIbuiJ.i^ jl'O 
REVIEW CRITERIA FOR THE ISSUING OP BANKERS' OPINIONS 

INTRODUCTION 

In its Final Report^ the Royal Commission of Inquiry into the 
Activities of the Nugan Hand Group (Stewart Commission) made 
a numoer of policy recommendations incxucia^ 
Recommendation 11. 8, namely: 

■That a committee be set up to liaise with appropriate 
professional bodies, such as the Australian tiain^cti.' 
Association, with a view to establishing criteria to oe 
followed by banks in respect of the issuing of opinions 
concerning their clients* financial stanuing and worth 
which they have reason to suspecc will be relieu upon m 
that regard by those requesting such opinions or those to 
whom such opinions are to be, or are liKely to oe, 
airecteu. ' 

2. At its meeting on 25 July 1985, the Officials Committee 
on Law Enforcement agreea to the establishement of an 
informal worMii^ ^L^a^ ol oi.i.xcials from Treasury, the 
Reserve BanK and Attorney-General's Department to consider 
this recommendation. The Reserve Bank suosequently consulted 
witn the Australian Bankers* Association on the matter and 
information was collated by Treabuiy una Attornej^-v^eiicicix ' s 
Department on the current legal standing of, and practice 
witn, issuing bankers opinions in Australia and other 
countries* 



3. Ab the term iapXies, bankc ' pinions are essentially 
references or opinions provided by oanKs, to otner banks, on 
tne financial standing and worth of their clients. Such 
opinions are normally expressea m <^v^xiex;cix terms ana uxe 
based on a knowleugeaole assessment of the client's financial 
standing and history. 

BACKGKObi^ij TO MR uUbiiCB STEWART'S RECUtU^iiu^LUM:iuN 

A. The concerns that led the Stewart Commission to focus on 

bankers' opinions arose from the apparent <slux^x^j v^i. che 
Nugan Hand Group to influence the issue of favouraole 
opinions on its financial standing and the subsequent very 
effective use made of tnose opinions in expanding the Group's 
activxuxeSf particularly x.. ^o^Lii Bast Asia, 



5, Of particular concern to the Stewart Commission was its 
finding that, tarough a process of negotiation between tne 
principals of the Nugan Hand Group and the branch Manager of 
tne bank with whom it dealt, the Group was able to inject 
into the bank's 'opinion', selected Oalance sheet information 
that nau essentially oeen contrived to give an impression of 
a strongly expanding asset base. At the same time, the 
Stewart Commission found that tne Nugan Hand Group was also 
able to achieve, through a series of suggested drafting 
amendments^ the omission of other essential information, such 
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as profit performance^ and to nave incorporaL.^ .if ormation 
on the activities of its overseas affiliates wiiicn aiu not 
deal directly with the bank giving the opinion and on which 
the bank was not therefore in a position to make any 
assessment. 

CURRENT PRACTICE IN ISSUING BANKERS OPINIONS IN AUSTRALIA 





6. The Australian Bankers' Association (Ai^A) has advised 
that while there is no formal code witnm the banking 
industry under which opinions are sougnt and given^ similar 
standaras ana conventions are ooserved by all banks. In 
est>ence# tae opinion process in Australia amounts to an 
exchange of information on an inter-bank oasis ^ opinions 
being sought by oanks on behalf of customers. Banks do not 
respond to requests for opinions concerning tiieir customers 
from thira parties. 

7. Information disclosed in response to requests for 
opinions is provided on a contiuential basis and a "witnout 
responsibility' disclaimer. Nevertheless, becduae ui. tae 
important principles involved, opinions are author isea only 
by senior bank staff. 



8. As inaicateu earlier, opinions are uuiiea un lui. ormation 
that IS available to the bank directly by way of its dealings 
with the customer ano, where appropriate, publicly available 
factual mforaiation. They are exprei... m general terms 
and, reflecting a bank's ooligation to secrecy in its 
dealings witn clients, specific details sucn as account 
balances, borrowing arrangements and security neld are not 





CURRENT LEGAL POSITION IN ISSUING OPINIONS IN AUSTRALIA 

9. Notii«/xUioLu*iiuiag the fact that bankers* opinions are 
issued with a uisciaimer ot responsibility, there is a 
considerable body of case law dealing wititi the provision of 
information and advice and it is well established that 
bankers are unaer a duty of care to ensure that infuriaation 
provideo in opinions is factual and given without 
negligence. While there would appear to oe numerous 
precedents in case law, two major Australian cases ^ m 

par ticuj.ai. , iiuVKj itiiDalted in judgemenuo ^ivea ayamst 

banks for being negligent in failing to exercise reasonable 
care and skill in giving an opinion or because the opinion 
was false or fraudulant, or given recklessly without regard 
to t^e truth. 

CONSIDERATION OiP THE ISSUES 

10. In considering the concerns raised uy uie bcewart 
Commission, the Working Group first acknowledges the 
Commission's observation that the circumstances whereby a 
managing director of an alleged merchant bank was^ in effect, 
able to prepare his own bank reference were c^.-iLiuuiuiiiaiy , 
particularly given the clear, well established legal 
obligation on bankers to exercise a duty of care in issuing 
opinions on their clients. 
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11. The working Group nevertheless considers it is 

particularly relevant that obtaining favourable opinions on 
their activities was but one part in a chain o£ deception and 
fraud perpetrated by tne principals of the Nugan Uanu Group. 
As noted by the Coottission, the first step in tnis chain was 
the preparation of a set of accounts whicn misrepresenLcv.< Liic 
true financial position of Nugan Hand Ltd (particular! 
conveying a false inpression of a rapidly expanding asset 
base) • The second step was to obtain the cooperation of the 
Nugan Hand Group's auuitors m certifying tnese accounts. t: 
was largely on the basis of those certified (but false) 
accounts that favourable opinions on Nugan Hand Ltd*s 
activities were able to be eiiciteu from the Group's oanK, 
tu«i Pict anu tiunter ^^treet uLaui^u ol crie KtAi» oi:uup« 

OPTIONS 

12. In consiaermg a possiole Government response to tae 
Stewart Commission's recommendation there would appear to be 
essentially two options i 

a) Accept tne thrust of tne Commission's recommendation and 
seeK to establish, either by legislation or voluntary 
cooperation, a set of guidelines to be followed by oanks 
in issuing opinions on their clients; or 

b) continue to rely on the internal standards and 
conventions currently followed by oanks in issuing 
opinions avjdirii^t the background tnat: 



the circumstances unaer whicn the Nugan Hand Group 
were able to obtain favourable opinions on their 
activities were extraordinary; anu 

the "duty of care doctrine* already provides 
considerable legal sanction against negiiqence in 
the issue ol: u^miua^^ uy ocmti£» uu Ciiexr cxieaca* 

13. Option (a) has a possible advantage in that it coula 
provide for some standardisation of the nature and detail of 
liiJLoruidCion incluaeu in oanKers' opinions ano, in particular, 
could go some way to meeting the specific concern of the 
Commission that only selective (ie favourable) balance sheet 
information was included in tne ANZ's reference on Nugan Hand 
Ltd while other more important information, such as the 
Group's profitability, was excluded, mat concern 
notwithstanding, the fact remains that the abovementioned 
first two the chain oi i.i.o^a ana deception 

perpetrated by tne Nugen Hand Group were crucial to 
favourable opinions being obtained. Since those two links 
were clearly beyond tne i^arview of inf or ruation tnat could 

bank, ic is extremely doubtful whetuer any prescribeu 
guidelines would nave materially altered the nature of tne 
bank's opinion in this instance. 
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i^4. As indicated earlier, Uie essential basis for issuing 
o^iuioii^ is the uciti^'^ Kiiowledge of the manner in v^hicn the 
client has conducted its accounts and the clients reliability 
in meeting its conmitments to tne oanK ^ From the information 
available, it would seem that the i^ugan Hand Group carefully 
orchestrateu iL;b ueciiing^ wicu tae braiicn oi ciie ANZ with 
whom it dealt to ensure an impression of reliability and 
soundness on both counts • 

15. Moreover, as clearly exempliiieu by cne exaaplt^^ in cue 
Commission's Report of opinions issued by the ANZ and others 
on the Group's activities (reproduced at Attachment B) , the 
detai-L vjo. information included varies considerably anu is 
essentially uictated oy the nature or the enquiry itself. 
Indeed the ABA have advised that the vast majority of 
opinions are given orally and there is a preference for that 
loria of conveyance • 

16. Against that background, tne Working Group concludes that 
implementation of formal guidelines to be followed by banks 
la ibj>aiug opinions lo neither practicable or necesi^ai.^ m 
meeting the concerns of the Stewart commission. BanKs 
already have m place quite stringent guidelines for the 
issue of such opinions and the 'duty of care' doctrine 
pruviuet> coiiiiiucJLdule legal sanction m ensuring tney are 
adhered to. Furthermore, the Working Group notes tnat 
Commission's other recommendations directed to the first two 
linKs in tne chain of events mentioned aoove, particularly 
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RecoHimendation ii*7 concerning tne scope and aut:^' 
auditors woulo^ if eftectively met^ go a long way to 
ensuring that the circumstances giving rise to its concerns 
regarding Dangers* opxnxoiio au nut reoccur* 

17. The Working Group also notes that the issuing of bankers* 
c\ . .... not a matter that appears to oe subject to any 
governmental direction in other countries. A suiiuaary or 
practices in issuing oankers* opinions and their legal 
standing in the UK, US and Japan is provided at Attachment €• 

18. The working Group recognises^ however ^ tnat there were 
several shortcomings with aspects of the opinions issued by 
the ANZ on Nugan Hand Ltd identified by the Commission that 
snuula aave been readily apparent to the bank since it wv^u^ , 
seem from the evidence available that they went beyond the 
oank's own criteria and guidelines. The Working Group 
considers therefore tiiat these shortcomings identified by the 
Commission should be uiou^ac lOLiuaiiy to the attention of 
banks with a view to seeking their assurances of greater 
vigilance in avoiding future problems. 

RECOMMENDATIONS 

19. The Working Group considers that the implementation of 

guidelines to be adhered to by banks in the issuing of 
opinions on the financial ataauing of their ciiexiti? m 
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neither necessary or practicable inS addressing ttie concerns 
raised by the Stewart Royal Comnission. it nevertheless 
recommends that the concerns of cne Commission oe formally 
brought to the attention o£ oanKs, by way of the attached 
draft letter from the Governor of the Reserve Bank, with a 
view to seeking their assurances of greater vigxlance in 
avoiding the shortcomings ioentified in future. 



The Treasury 

Attorney-General's Department 
Reserve BanK of Australia 
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QUESTION TIME BRIEFING: STEWART REPORT ON ACTIVITIES OP 
NUGAN HAND GROUP - BANKERS OPINIONS 



Possible Question: What steps has the Government taken to 
establish criteria to be followed by banks in respect to the 
issuing of opinions concerning their clients^ as recommended 
by Mr Justice Stewart. 



Possible Answer 

As mentioned by my colleague^ the Special Minister of 
State in his statement accompanying the tabling of the 
Report^ a working group of officials is currently 
reviewing criteria followed by banks in Australia in 
issuing opinions on the financial standing or worth of 
their clients with a view to recommending an appropriate 
response by the Government on this matter. 



BACKGROUND 

As the term implies ^ 'bankers' opinions' are essentially 
references or opinions provided by banks ^ normally to other 
banks r on the financial standing or worth of their clients. 
The Commission's concern regarding this matter arose from the 
alleqed manner in which the Nugan Hand Group was able^ 
thrcuoh a series of negotiations with a Branch Manager (now 
deceased) of the ANZ Bank through whom it dealt ^ to influence 
the issue of favourable opinions on its financial standing 
and the subsequent very effective use made of those opinions 
in expanding the Group's activities^ particularly in South 
East Asia* 

The working group (comprised of officials from Treasury, the 
Reserve Bank and Attorney-General's Department) has now 
assembled all relevant background information and is 
currently drafting a report which is expected to be submitted 
to the Government shortly • 



R.M. Beetham 

First Assistant Secretary 
6 February 1986 
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TEMBY CRITICS MAY AH 

THE sizeable body of lawyers in the ranks of the federal parliameniary Labor 
Party has developed such concern towards the Director of Public 
Prosecutions, Ian Temby QC. that there may be '^^^'^^'''^^^^^^ 
or redefine his role. Many of them share the view of New South Wales Prernier 
Nevme Wran that some of Temby's actions may amount to entry into the 
poS arena, creating just the sorts of problems that were meant to be 
eliminated by the establishment of the office. ^ ^ u 

The wrangle over Wran's alleged contempt has brought feeling to a head, but is 
not the first of its type. Earlier this year, Temby recommended to Attorney 
General Lionel Bowen that he take contempt proceedings against Foreign Minister 
Bill Hayden on the basis of Hayden's much publicised statement ot support for 
Justice Lionel Murphy. On that occasion, however, the recommendation did not 
reach the notice of the media. 

The point of contention in both cases is that the DPP is neither required nor 
expected to make such recommendations. He and the Attorney General have 
equal powers to act where they perceive possible contempt, and they are expected 
to act of their own volition. ..... r n 

Temby's critics point out that he was prepared to do this in the case of alleged 
media breaches, but not where two prominent politicians were concerned. 
Although the office was specifically created to take such decisions out of a 
political context, they say, Temby attempted to hand-pass the problem to 
Attorney-General and deputy Prime Minister Lionel Bowen. 

Although Bowen probably could have handled some aspects of the affair more 
diplomatically, he insisted at all stages that he was entitled to his own judgment, 
Temby was entitled to his, and should do what he considered appropriate. The 
media treatment he received has only served to harden the attitudes of some of his 
colleagues against Temby. 



EEC PUMS SCARE WINE-MAKERS 

THE Australian Wine and Brandy Corporation has been sounding alarms 
throughout the industry about an imminent invasion of the Australian market by 
big EEC producers. It says that some big European financial and trading 
institutions have been studying the Australian market closely, the latest being the 
French bank. Credit Agricole. ..... . , , . 

The corporation says the drop in the Australian dollar is not likely to stop the 
planned incursion, since support funds for the EEC producers have already been 
outlayed and any return now is regarded as a bonus. According to corporation 
research, the growth rate in sales of Australian wine has fallen from 5 per ceni 
to 1.6 per cent since the introduction of sales tax last year, and imports 
accounted for one third of growth in the 12 months to the end of September. 



HARD-TO-HANDLE HARMONY 

THE Industries Assistance Commission's public hearings on harmonisation of the 
customs tariff will start in Canberra on January 20 following the issue of a draft 
report this week. The lAC has grave doubts about the utility of the whole 
haVmonisation exercise, mainly because there are more than 5000 mandatory 
headings under the new system, compared with about 2000 m the present tan t 
A mark of complexity of the whole issue is that the draft report comes with 
microfiche copy of the draft harmonised version - the only practicable means o^ 
handling it. The harmonised tariff is due to come into operation from January 1 
1987. 



from previous page 

TELECOM 
BRANCHES OUT 

TELEC OM Australia is going into the 
computer business. Just 12 months 
after it launched its Computerphone, 
Telecom has called for expressions of 
interest from computer suppliers for 
office computer and communications 
systems. 

Although Telecom is not planning i 
become another computer vendor, it 
wants to market office computers that 
will handle communications and 
sophisticated information management 
services. It wants to do deals with 
suppliers that have a solid track record 
in the Australian market and will be 
willing to make some commitment to 
local manufacture. 

Telecom wants to exploit the 
opportunities for integration of 
computing and telephone, visual and 
digital communications through the 
public telephone system that will come 
with the introduction of its integrated 
subscriber digital detwork (ISDN). The 
first phase of the ISDN network will g 
into the main capital cities in 1988. 

With ISDN services being 
implemented around the world, 
Telecom is also looking at joint 
ventures for export. It already has joir 
venture agreements with 
telecommunications suppliers Ericsson 
and NEC and it hopes to do the same 
with computer suppliers. 



BNZ BACKS 
SCOn-KEMMIS 

THE Bank of New Zealand's 
Wellington based board has issued a 
statement of support for Leigh Scott 
Kemmis, chief executive of BNZ's 
Australian operations, following 
references to him in the Stewart Roy; 
Commission into the Nugan Hand 
group {BRW December 13). 

BNZ group chief executive Rober 
McCay told BRli'. "On the facts ar 
information supplied to both us and 
our solicitors, we consider the matter 
closed. We are informed by our 
solicitors that, because of the strictur 
of the Royal Commission legislation, 
we should make no further commer 
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Your reference: 
s Our reference: 

6 December 1985 L4rr(^^^^ 85/JWMcC 



The Secretary 
The Treasury 
CANBERRA ACT 2600 



Royal Commission of Inquiry into the Activities of the Nugan 
Hand Group: A Question of Possible Breaches of Banking (Foreign 
Exchange ) Regulations 



I refer to your letter dated 28 November 1985 and associated 
correspondence in relation to the letter received by the Reserve 
Bank from the Nugan Hand Royal Commission which may provide 
evidence of offences against the Banking (Foreign Exchange) 
Regulations . 

2. I note from the penultimate paragraph of the letter dated 
25 October 1985 from the Reserve Bank that this matter is already 
the subject of an investigation by the Australian Federal Police 
and there does not appear to be anything required of this office 
^f-j'^rr^j at the present stage. 




J. w. McCarthy 

Acting Assistant Director 



1134. 
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ROYAL COMMISSION OF INQUIRY 
INTO THE ACTIVITIES OF THE NUGAN 
HAND GROUP 

Report and Ministerial Statement 

Mr YOUNG (Port Adelaide— Special Minis- 
ter of State)— I present the final report of the 
Royal Commission of Inquiry into the Activities 
of the Nugan Hand Group. 

Motion (by Mr Young)— by leave— agreed to: 

That this House, in accordance with the provisions of 
the Parliamentary Papers Act 1908, authorises publica- 
tion of the final report of the Royal Commission of 
Inquiry into the activities of the Nugan Hand Group. 

Mr YOUNG— by leave— On 28 March 1983 
the terms of reference of the Royal Commission 
of Inquiry into Drug Trafficking were extended 
to allow the Royal Commissioner, Mr Justice 
Stewart, to inquiry into activities of the Nugan 
Hand Group of companies and related matters. 

INTERIM REPORTS 

The Royal Commissioner has since submitted 
two interim reports. Interim report No. 1 was 
presented to the Government on 13 October 
1983 and was tabled in the Commonwealth Par- 
liament on 6 December 1983. This report dealt 
with allegations of improper interference with 
the investigations of the former Federal Narcot- 
ics Bureau; that is, terms of reference (e) (0 
and (g) of the Letters Patent issued by the 
Governor-General. The Commission found no 
evidence to support allegations of improper in- 
terference with the investigations of the Federal 
Narcotics Bureau or of dishonest or improper 
behaviour on the part of any member of the 
Bureau. 

The second Interim Report was presented to 
both the Commonwealth and New South Wales 
governments on 13 December 1984 and tabled 
in the Commonwealth and New South Wales 
parliaments on 20 March 1985. This report con- 
centrated on terms (b), (c) and (d) contained 
in both the Commonwealth and New South 
Wales terms of reference and considered whether 
there had been any contravention of New South 
Wales or Commonwealth laws by the Nugan 
Hand group in its relations with local govern- 
ment authorities in New South Wales. The Royal 
Commissioner found that Nugan Hand Ltd had 
published false accounts to the councils and did 
not have the requisite dealer's licence, but that 
apart from these matters there was no evidence 
to support any further allegations. 



FINAL REPORT 

The report I am tabling today, which is also 
being tabled in the New South Wales Parlia- 
ment, is the final report of the Royal Commis- 
sion dealing with the terms of reference not 
covered by the earlier reports— term of reference 
(a) of both Letters Patent— namely: 

. . . whether the Nugan Hand Group engaged in activi- 
ties involving contravention of Laws of the Common- 
wealth (or New South Wales) (in particular, laws relating 
to the importation, exportation or possession of drugs 
or armaments or laws relating to exchange control. 

In the report the Commission makes a number 
of positive findings, but indicates that its work 
was hampered by: 

(a) The concealment or destruction of a 
number of relevant documents immedi- 
ately following the death of Nugan; 

(b) the impossibility of hearing evidence from 
Mr Nugan; and 

(c) the fact that evidence could not be ob- 
tained from Mr Hand. 

The Royal Commissioner believes that, despite 
these difficulties, he was able to piece the story 
together. The Royal Commissioner shows that 
the Nugan Hand group operated behind a facade 
of big spending and public relations hype which 
provided the appearance of a vital and growing 
concern. In reality, however, it was a structure 
of companies relying heavily on false balance 
sheets and round robin transactions to attract 
investment funds. It was badly managed and 
suffered from the ineptitude and lack of com- 
mercial skills of its principals. Despite this, it 
flourished for six years until the suicide of Mr 
Nugan precipitated investigation of its activities. 

DRUG TRAFFICKING ALLEGATIONS 

Honourable members will recall that from 1977 
onwards allegations were made that the Nugan 
Hand group was involved in drug trafficking. 
The Royal Commissioner inquired into these al- 
legations and concluded that there was no evi- 
dence to support assertions that the Nugan Hand 
group was knowingly involved in the importa- 
tion, distribution or financing of the drug trade. 
In addition, with respect to the Nugan Hand 
office opened in Chiang Mai, Thailand, the 
Commission found that there was *no evidence 
to support the allegation that the office in Chiang 
Mai was established to attract deposits from 
drug producers of the so-called *Golden 
Triangle' \ 

This is not to say that Messrs Nugan and 
Hand did not provide financial services to per- 
sons associated with the drug trade. At least 
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some officers of the Nugan Hand group were 
prepared to accept cash deposits through their 
companies regardless of their source and with 
the assurance that no questions would be asked 
concerning their source. The Royal Commis- 
sioner has concluded that on at least one occa- 
sion the Nugan Hand group transferred money 
overseas for collection by a member of the Mr 
Asia drug syndicate, but there was no evidence 
that any person associated with the group knew 
the money was to be used to purchase narcotics. 

ARMS DEALINGS 

Several previous inquiries, including those 
conducted by the New South Wales Corporate 
Affairs Commission, the Commonwealth-New 
South Wales Joint Task Force on Drug Traffick- 
ing and the Costigan Royal Commission into the 
Activities of the Federated Ship Painters and 
Dockers Union, referred to the Nugan Hand 
group s possible involvement in arms dealings 
and recommended further investigations. This 
Royal Commission was able to look more closely 
into possible arms dealing. Several attempts to 
initiate arms deals are instanced but on each 
occasion the Royal Commissioner concludes that 
the attempt came to nothing. 

Central Intelligence Agency, Involvenient 

The Royal Commission inquired into allega- 
tions that the Nugan Hand group was used by 
and/or used the Central Intelligence Agency. 
The Commission found that these allegations 
lacked substance, being based on the fact that 
the Nugan Hand group employed several former 
senior United States army personnel some of 
whom had had CIA connections at some stage. 
The Royal Commissioner found it inherently 
implausible that the CIA would have used a 
group with the shortcomings of Nugan Hand. 
He found further that *there was simply no 
objective evidence that the CIA used or was 
used by the Nugan Hand group in, or in connec- 
tion with, any of the group's activities*. The 
United States Senate Select Committee on Intel- 
ligence reached a similar conclusion in its inquiry 
In the past some publicity was given to the fact 
that Federal Bureau of Investigation documents 
on Nugan Hand provided to journalists had pages 
blacked out. The report notes that the Royal 
Commissioner examined these files at Federal 
Bureau of Investigation headquarters and that 
there was nothing in them which would lend 
credence to the CIA allegation in any of its 
various forms. 



Other Illegal Activities 

The Royal Commission did find that there had 
been breaches by companies in the Nugan Hand 
group, its principals and a number of its officers, 
mainly of New South Wales laws and also of 
some Commonwealth laws. All of the criminal 
breaches identified under New South Wales law 
are related to the fraudulent conduct of com- 
pany business with respect to one or more com- 
panies in the Nugan Hand group. The 
Commonwealth laws breached were tax laws 
and the then existing foreign exchange 
regulations. 

The Commission made its assessment of the 
involvement in criminal behaviour of particular 
individuals on the basis of the civil standard of 
proof and therefore made no recommendations 
with respect to prosecutions. However, the con- 
clusions as to criminality need to be followed up 
and the Commission has passed information, 
which may lead to prosecutions, to the relevant 
law enforcement bodies. 

Deletions 

The Government is aware that a significant 
amount of the information contained in this re- 
port has been published previously. The Royal 
Commissioner has suggested for deletion some 
parts of the report containing his assessment in 
relation to persons who appear to have commit- 
ted criminal offences and this has been agreed. 
On the advice of the Director of Public Prose- 
cutions and the Attorney-Generals Department, 
and following consultation with the New South 
Wales Government, the Government has de- 
cided to delete some further sections of the 
public version of the report that might otherwise 
prejudice prosecutions or fair trial. Mr Justice 
Stewart has been informated of the Govern- 
ment's decision. A full copy of the report has 
been passed to the Leader of the Opposition 
(Mr Howard) for his information. 

Recommendations 

The Royal Commission has made a number 
of policy recommendations which are currently 
under active consideration by the Government: 
Firstly, the Commission has recommended 
amendments to the Royal Commissions Act to 
provide for the application of the rules of natu- 
ral justice to the proceedings of royal commis- 
sions and to provide for royal commission powers 
to remain in force following the delivery of 
reports to enable the transfer, to relevant au- 
thorities, of material gathered by royal commis- 
sions. A review of the Commonwealth Royal 
Commissions Act has been under way for some 
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time and both of these issues will be considered 
before amendments are finalised. It is expected 
that this will be completed shortly. 

Secondly, the Royal Commission has also rec- 
ommended that access to Cayman Island bank- 
ing documentation be arranged through an 
agreement with the United Kingdom and that 
niodern judicial assistance treaties be established 
betweem Australia and other appropnate coun- 
tries The Commonwealth Secretariat is prepar- 
ing a proposed scheme relating to mutual 
assistance in criminal matters between member 
nations of the Commonwealth. Australia has 
specifically raised the question of access to Cay- 
man Island documentation in this «8ar<'- 
hoped that the scheme will be settled at the 
Commonwealth Law Ministers' meeting in July 
1986 The Government has already commencea 
negotiating bilateral mutual assistance treaties 
with non-Commonwealth countries. 

Thirdly, the Attorney-General (Mr Lionel 
Bowen) is considering the Royal Commissioners 
recommendations for legislation to provide for 
the specification of the duties of auditors and 
for the review, by the National Companies and 
Securities Commission, of the Companies Code. 
State governments have important responsibili- 
ties in this area and it is proposed to hold 
discussions with them with a view to formulating 
an appropriate response. 

Finally the Royal Commissioner recom- 
mended that a committee be set up to liaise with 
appropriate professional bodies, such as the Aus- 
tralian Bankers Association, with a view to es- 
tablishing criteria to be followed by banks in 
respect of the issuing of opinions concerning 
their clients- financial standing and worth A 
working group has been established for this 
purpose. 



Conclusion 

In summary the Royal Commissioner found 
that the Nugan Hand group had operated for 
six years with total disregard for company law. 
Although it had prospered for a time its collapse 
was ine^table because of the inherent instabil. y 
of financial operations based on the round-robin 
Transactions and the lack of merchant banking 
expertise of its principals. The Royal Commis- 
ioner-s final rejort. together with his two m- 
erim reports, concludes that the wilder 
allegations made after the group's collapse and 
concerning its activities could not be substanti- 
ated. The group's misdeeds were exaggerated in 
particular with regard to the allegations relating 
io drug trafficking and arms dealing. Further- 



more the Commission found that there was no 
connection between the group and ^hf C'AJ 
am confident that public revelation of this sorry 
tale, together with the legislative and other 
measures the Government has taken against 
white-collar crime, and the 
that has resulted, will greatly reduce the Ukeli- 
hood of activities of this kind. Mr Justice Stew- 
art and his staff are to be congratulated for he 
valuable reports they have produced under the 
Nugan Hand terms of reference. 
Motion (by Dr Blewett) proposed: 
That ihe House take note of the paper. 
Mr SPENDER (North Sydney) (3.06) I 
would like to put this bland and brief statement 
into some sort of perspective. I go back to 20 
April 1982 when the then Minister for Admin- 
istrative Services proposed certain enlargement 
of the terms of reference of the Royal Commis- 
sion of Inquiry into the Activities of the Nugan 
Hand group. He also tabled an opinion. That 
Snl was' a joint opinion of the then Attor- 
ney-General and the Solicitor-General. It was 
said in that opinion that there was no justifica- 
tion for extending the terms of refe«"<=e to 
consider the allegations which had then been 
made against the Central Intelligence Agency, 
the so-called CIA involvement. Let me quote 
what was said by the then Leader of '^e Oppo- 
sition, now the Minister for Foreign Affairs (Mr 
Hayden), whose actions stand condemned by 
this report and by the contemptuous dismissal 
that Mr Justice Stewart, the head of the Na- 
tional Crime Authority and the choice of he 
Government for that job, has given to the alle- 
gations which, in effect, provoked a great waste 
of public money. On 20 April 1982 the Foreign 
Minister stated: 

There can be no doubt that Nugan Hand was in- 
volved with the CIA and in arms dealing. 
A good straight forward assertion, was it not? 
Mr N. A. Brown— Who said that? 
Mr SPENDER-The Foreign Minister said 
that. He also stated: 

Quite frankly, on its record only people who woul 
accept that sort of guarantee from the cia- 
That is. that the CIA was not involved— 
would be the son of people who would b<l;«;;e ^"I^V 
Biggs when he said lhat he had never travelled by tra 
The CIA had a deplorable record. 

The Foreign Minister of this count.7 ^onou'^for- 
members must not think that this has Jeen 
gotten was equating the CIA with a bank rob 
The Central Intelligence Agency is a most 
portant agency to the United States Gov* 
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ment. It is most important to the security of 
that Government, to the free world and to this 
country. It should not be thought that recollec- 
tions are so short overseas that people will not 
think that these statements portray the true views 
of the Foreign Minister. 

Time does not give me the opportunity to go 
in greater detail into what the Foreign Minister 
said on those occasions but it is perfectly plain 
that he was willing to quote any book or any 
newspaper article and to make any statement, in 
the most categorical of terms, against the CIA. 
So what did we have? When this Government 
got into power we had an enlargement of the 
teri.is of reference. We now have the result of 
that inquiry. Instead of dealing with it in short 
terms, let me quote from what Mr Justice Stew- 
art said in his contemptuous and painstaking 
dismissal of the charges against the CIA, because 
charges they were. At paragraph 4.3.9 on pages 
741, when dealing with the looseness of the 
assertions that had been made, he referred to 
the terms under which certain senior former 
members of the United States military had been 
recruited into Nugan Hand and the reasons for 
this. He stated: 

His reasons 

that is Mr Hand s reasons 

for this course of action 

that is the recruitment of senior personnel or 
former personnel of the United States military 
forces, including Admiral Yates as the Chairman 

of the Nugan Hand Bank 

were twofold; first, the impression imparted as a result 
of the presence of such men with distinguished careers 
behind them did much to instil confidence in potential 
depositors with the Bank and, second, their knowledge 
of particular areas of South East Asia was of practical 
significance because it was in these areas that the Bank 
concentrated its efforts. 

The Commissioner reviewed the actions of the 
seven persons, including Admiral Yates and for- 
mer generals, all of whom gave evidence volun- 
tarily to the Commission. The former chairman. 
Admiral Yates, travelled to Sydney. He was the 
man named in this House by the present Foreign 
Minister in the context of his allegations against 
the CIA, Nugan Hand, gun-running and the 
whole lot of that left wing farrago of nonsense 
which was being thrown around at the time, as 
he will remember. I am glad that the Minister is 
present in the chamber. I hope that he has a 
copy of the Hansard. What did Mr Justice Stew- 
art say? At page 743 of the report he stated: 

Before reviewing the evidence of these seven persons, 
^ch of whom came forward voluntarily and gave evi- 
^ncc to the Commission in the United States during 



January 1985, something should be said concerning what 
other evidence has established about the Group gener- 
ally. The CIA allegation should not be looked at in 
isolation. On the contrary, it should be examined in the 
light of the Commission's general conclusions concerning 
the activities of the Group and the principals who 
controlled it. Such an exercise will provide a proper 
basis on which to consider a question that must arise: 
why, for what conceivable reason, would a powerful 
agency of the United States Government use or allow 
itself to be used by the Nugan Hand Group or any of 
its principals? 

He continued: 

The Commission has attempted to make clear in this 
report that despite all the trumpeting on the part of 
Messrs Nugan and Hand, despite the claims of massive 
turnover in securities trading by Mr Nugan, despite the 
range of financial services offered in the glossy bro- 
chures, the reality was always that of inept individuals, 
lacking in capital, devoid of commercial skills and, in 
the case of Messrs Nugan and Hand persons capable of 
the grossest forms of dishonesty 

persons who, at page 744, he characterised as 
being *neither men of learning nor articulate*. 
He went on to ask a further question about the 
CIA— a question which this Government should 
have answered before it extended the terms of 
reference to include that matter and the expend- 
iture involved. He said: 

Next to be considered is the question of what, if any, 
objective evidence exists to support the CIA allegation 
in any of its forms which fall within the terms of 
reference. The answer is that there is simply no objec- 
tive evidence that the CIA used or was used by the 
Nugan Hand Group in or in connection with any of the 
Groups activities and, in particular, in circumstances 
where any criminal law of the Commonwealth or the 
State of New South Wales was contravened. 

At page 745 the Commission was at pains to 
point out that apart from taking evidence in the 
United States, it took a number of other steps 
to ensure that no reasonable avenue of inquiry 
was overlooked. It sought assurances from the 
CIA, assurances which the present Foreign Min- 
ister, the then Leader of the Opposition, dealt 
with with such contempt when they were re- 
ferred to in this Parliament — that is, the Ronald 
Biggs assurances. The Commission also noted 
that there had been an inquiry by the United 
States Senate Select Committee on Intelligence 
as a result of allegations appearing in the yVali 
Street Journal. As a result of the inquiry, the 
United States Senate Select Committee con- 
cluded that the allegations were false and 
unfounded. 

Mr Young— They were American allegations 
though, weren't they? 

Mr SPENDER— Yes. They were allegations 
made in the Wall Street Journal concerning 
Nugan Hand. If the Minister has looked at page 
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746 of the report, and if he has read it, he will 
see reference to that. What did the Commission 
do? The Commission invited Admiral Yates to 
come and give evidence. I quote from page 746 
which states: 
. . . ihc Commission first invited Admiral Yalcs 

10 come lo Sydney to give sworn evidence in confiden- 
tial session. Admiral Yalcs accepted the invitation and 
gave evidence in Sydney to the Commission on 10 and 

11 December 1984. 

As the Commission pointed out, the other six 
former military men, or men associated with the 
United States Government in a senior position, 
also gave evidence voluntarily— one in Los An- 
geles and five in the Australian Embassy in 
Washington, DC. So much for that absurd left 
wing view of the world which the former Leader 
of the Opposition was then perpetrating. What 
did Mr Justice Stewart say about the evidence 
that had been given? He said at page 751 of the 
report: 

The Commission accepts the evidence of these wit- 
nesses. Indeed, except for Admiral Yates and General 
Black, it is difficult to see how any of the others could 
under any circumstances be seen to have played a 
significant role in the activities of the Nugan Hand 
Group given the fact that their employment on behalf 
of the Group did not commence until a very late stage 
in the life of the Group. Furthermore, the evidence of 
these witnesses is consistent with the objective evidence 
summarised by the Commission above (sec 4.3.15-4.3.18). 
None of these witnesses is contradicted by any credible 
evidence. 

Some of those witnesses had been named by the 
then Leader of the Opposition. Page 1573 of 
Hansard of 20 April 1982 records that after 
reference to what had been written in a book- 
he quoted from a book— he said: 

That is more than enough substantial evidence to 
justify an investigation of CIA activity in association 
with Nugan-Hand. The people who have been associ- 
ated are: Admiral Yates 

he was the former chairman, who came to Aus- 
tralia and gave evidence William Colby 

he was certainly a former and very high-ranking 

member of the CIA and gave evidence 

General Ed Black 

yes, he gave evidence 

Guy Pauker 

Yes, he gave evidence. The evidence was ac- 
cepted in all respects. As Mr Justice Stewart 
pointed out, it was supported by the objective 
evidence. That is another quote of which we 
should remind ourselves because this illustrates 
the thinking of the Foreign Minister when it 
comes to the United States intelligence agencies 
and indeed the United States Government. Has 



his opinion really changed so much over the past 
two or three years? On that occasion he said: 

It seems lo be an extraordinary coincidence that they 
all found in a short time that Nugan Hand was a 
favourite parking station for retired CIA and military 
officers of United States forces. One has substantial 
grounds for believing that the CIA operatives were not 
retired, if indeed CIA operatives ever retire. 

I invite honourable members to read the report 
and to see who the CIA operatives were. In fact, 
most of those people had no direct association 
with the CIA. As I have said, Colby, of course, 
did. Colby is a lawyer. The famous card that 
was found in the pocket of the dead Mr Nugan 
was a card given by Colby of dates that he 
would be available for consultation by Nugan. If 
honourable members want to check on whether 
Colby is a lawyer they should go to his offices 
in Pennsylvania Avenue, Washington DC. I have 
been there. He is carrying on practice as a law- 
yer. That was the explanation that was given 
and accepted by the head of the National Crime 
Authority who saw all those witnesses. 

Let us not think that the kinds of views that 
had been expressed by the person who is now 
the Foreign Minister have been forgotten by the 
United States Government. What is the truth of 
the matter in relation to the parts of the terms 
of reference which caused, among other things, 
the Commission to spend a great deal of time 
and trouble in investigating the CIA allegations 
and which caused it to go to the United States? 
First, as I have said, we have had a vast expend- 
iture of public money. Second, we have a com- 
plete vindication of the opinion given by the 
then Attorney-General, Senator Durack, and the 
then Solicitor-General, Sir Maurice Byers, who 
said in effect that there was no justification for 
extending the terms of reference to inquire into 
the CIA allegations. Third, after this exhaustive 
investigation, we have had what amounts to a 
condemnation of the allegations so easily made 
by the Leader of the Opposition, as he then was, 
which were accepted by this Government— one 
can only assume they were accepted by the 
Government, because the Government initiated 
the terms of reference— as the basis for this 
inquiry, an inquiry which was into allegations 
based on gossip, hearsay and sensationalism. The 
report, as I have said, accepted entirely the view 
which was being put by the then Government 
in relation to the CIA. By what the report says 
and by what it finds, it condemns the then 
Leader of the Opposition for what he said aboul 
the CIA. 

Remember this: How would we feel if another 
government sought to investigate allegations mad<? 
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ganisation? Might wc not think that that was an 
outrageous intrusion into our affairs? Might we 
not think that the person making the allegation 
was not well disposed to us basically or in any 
way? Is that not the truth of the matter'> Do 
we really think that the Foreign Minister has 
changed his views about the United States'^ We 
do not. 

Mr Hand— They are discredited all round the 
world. You are not defending them, are you? 

Mr SPENDER. What better vindication do 
we have than that lone voice from the limping 
Left? Lastly, let me say this: Too many people 
have been injured who have had it said of them 
that they were involved in Nugan Hand because 
they knew somebody in the Nugan Hand organ- 
isation, because they once worked there or be- 
cause they invested with it. Let the whole report 
be a reminder that guilt by association is some- 
thing that should be flung out of this Parliament 
and with it should go the members of the Aus- 
tralian Labor Party who are so prone to exercise 

that luxury of traducing reputations of Deoole r - 

outside the House who have no effective richt /^'^^i^^P^f ^^at has been done or is being^e 
to answer. K'^/to further improve road safety. Vehicle safety 

M.d.n. DEPUTY SPEAKER (Mrs Chnd)-J — " ^^^^-^ "P- 

Order! The honourable members time has 
expired. 

Debate (on motion by Mr Chynoweth) 
adjourned. 



STANDING COMMITTEE ON ROAD 

SAFET 

Ministerial Statem^ 

Mr PETER MORRIS (Shortlan^K- Minister 
for Transport)— by leave-I am pleased^ have 
the opportunity to respond to a report to^he 
Parliament by the House of RepresentativS. 
Standing Committee on Road Safety on *Road 
Safety Generally\ Road safety remains our most 
horr^c social problem, and despite the publicity 
and alahn created by other causes of death such 
as drug ov>«(^es or violent crime, nothing any- 
where near a^]jmaches the trauma and suffering 
of death on our na^s. 

As the Prime MiniHer (Mr Hawke) said in 
his opening speech to th>sNational Road Safety 
Symposium last year, more At^tralians have been 
killed on our roads in the last iWars than died 
on active service in World War fK There is a 
high degree of complacency within tlibscommu- 
nity and it is significant that we have withio this 
Parliament a committee with the specific chahcr 



this senselesKslaughter on our roads might be 
lessened. Consist«;nt with the Government s high 
pnority for road s^y. the Road Safety Com- 
mittee-and the Transit Safety Committee of 
the House of Represenb&nvcs, as it is now 
known— has the full support dCjth is Government. 

Before attending to the detail oTHhe Commit- 
tee s report I think it might be usefulSo provide 
some perspective to the issue and to reS^ct on 
the progress which has been made nationan>sin 
recent years. Current figures for road fatalities 
^ slightly lower than the equivalent figures of 
2(Kj(ears ago— despite an increase of some 1.5 
milliohsm^ the population and an extra three 
million vdhicles on the roads. It is not suggested 
that we are>«inning the road safety battle but 
we are not losin^nt either. 

A road crash can inV<^e failure of either one 
or a combination of threc^ments— the vehicle 
the road or the driver. MoreWn than not it is 
the driver. The Federal Governnt«m supports a 
comprehensive approach to road s^f^y which 
addresses these three factors. Let me ^Wsome 
^examples of what has been done or is beingSejie 



raded and we will be moving towards interna- 
uoqal standards where further improvements can 
^ certification system was intro- 

duced tRk^ear. giving greater assurance that 
vehicles coi^rpW with the Australian Design 
Rules; and we are reviewing vehicle recall ar- 
rangements to ensur^<Jjeir full effectiveness. 

Better roads mean safeKmads. We have al- 
ready provided a major boosN<o Federal road 
funding— in fact, an 82 per cenNqcrease over 
1981-82. the last full year of the pre^^i^us Gov- 
ernment. The recently announced Australmiv4and 
transport program will be the greatest 7^ 
sbuilding and maintenance project in Australia's 
hlst^y. It will guarantee a set share of fuel 
excisfe^dexed to the consumer price index. In 
1985-86Xrecord $ 1. 245m will be provided by 
this Governh^nt for road improvements. We are 
already on theN^^y towards encouraging more 
responsible attitude^nd skills in those who drive 
upon the nations road^ Perhaps the most im- 
portant initiative taken WK^ate is in the driver 
licensing area. Our graduaUd licensing con- 
cept—extending the on-road ex^ence of nov- 
ice drivers— has been agreed with Byahe States 
and key elements are now being pick-up in 
State licensing arrangements. Road safctysre- 
search and promotion efforts have been consid- 
erably augmented. Underpinning the Federal 
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Auditor rules examined on 
release of Nugan Hand report 



By GREG EARL 

The Federal Government is 
considering the need for legis- 
lation to specify the duties of 
auditors and for the introduc- 
tion of new rules covering 
bank opinions on clients as a 
result of the findings of the 
Royal Commission into the 
Nugan Hand Bank. 

It is also considering how to 
gain access to banking infor- 
mation from the Cayman 
Islands and negotiating Aus- 
tralia's first bilateral judicial 
aid treaties with non-Com- 
monwealth countries as a 
result of the royal commis- 
sion's investigative experi- 
ences. 

While the commission 
report, which was tabled in the 
Federal and NSW Parlia- 
ments yesterday, dismisses 
most of the more sensational 
allegations about the bank, it 
revealed substantial loopholes 
in the way companies could 
present their financial posi- 
tion to the public. 

The report says: **The 
importance of the audited 
accounts in respect of a 
company such as Nugan 
Hand Ltd passing itself off as 
a merchant bank cannot be 
overstated. 

^ 'The inception and subse- 



quent progress of the Nugan 
Hand Group was effected by 
the presentation of a public 
image of financial strength 
and commercial expertise 
when the converse was in fact 
true. 

"The key to an understand- 
ing of how it was that the 
Nugan Hand Group was able 
to be spawned in Australia, 
and rapidly expand overseas, 
is to be found in the methods 
used to give the published 
accounts of Nugan Hand Ltd 
a grossly false appearance.** 

While the commission 
revealed that the bank effec- 
tively ignored company law 
for six years, the Federal 
Government has only com- 
mitted itself to considering a 
response on this matter in 
collaboration with the States, 
indicating that any action on 
the report may be a long time 
coming. 

The Royal Commissioner, 
Justice Stewart, who now 
heads the National Crime 
Authority, was commissioned 
in 1983 to inquire into the 
activities of the 29-company 
Nugan Hand Group, which 
started in 1973 and collapsed 
in 1980. 

The final report revealed 
how the group hid a structure 



of false balance sheets, 
exchange control violations 
and tax avoidance behind a 
facade of confident public 
relations for six years until the 
death of one of its principals 
attracted public attention. 

But the report dismisses 
assertions that the group 
knowingly traded in drugs or 
guns, or that it was a US 
Central Intelligence Agency 
front. 

The Government is consid- 
ering the recommendation 
that the scope of an auditor's 
duty to search for fraud in 
company accounts be codi- 
fied, that the role of an auditor 
and accountant be legally 
separated and that auditors 
who knowingly sign false 
accounts be guilty of criminal 
offence. » 
) A working group is examin- 
ing a recommendation that a 
set of criteria be established 
for banks to be followed when 
they issue opinions concern- 
ing their clients' financial 
standing and worth. 

The commission found that 
the standard opinion prepared 
by the ANZ Bank, which 
Nugan Hand used interna- 
tionally to promote itself, 
lacked the desired level of 
accuracy and conteht. 



It also went outside accept- 
able limits by omitting the 
companies' profit, while 
including details which went 
outside the ANZ's direct 
knowledge. 

The commission also ques- 
tioned the relationship 
between CitiNational Securi- 
ties Corporation and National 
Discount Corporation and 
Nugan Hand over commercial 
arrangements which allowed 
Nugan Hand to make false 
claims about its turnover and 
securities trading. 

But the commission found 
that the key to the survival of 
Nugan Hand was its ability to 
gain auditors' certificates. 

The report said this situa- 
tion was partly caused by a 
continuing disagreement 
within the auditing profession 
over the precise responsibility 
of an auditor in examining 
company accounts. 

It said legislation was 
needed to clarify this issue 
because it was clearly unsatis- 
factory for there to be a 
difference between the duty as 
perceived by the auditor and 
the understanding of the client 
and those who deal with the 
company on the basis of its 
accounts. 
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ROYAL COMMISSION OF INQUIRY 
INTO THE ACTIVITIES OF THE NUGAN 
HAND GROUP 

Final Report Volumes 1 and 2 

Senator DURACK (Western Australia) 
(3.20)— I move: 

Thai ihc Senate lake nolc of the paper. 

The report of the Royal Commission of Inquiry 
into the Activities of the Nugan Hand Group, 
as we have come to expect from Mr Justice 
Stewart, is a massive one. He has made inquiries 
into the Clark syndicate and its ramifications. In 
dealing with the report I do not propose to go 
into any detail. Indeed, in the five minutes alotled 
to me for discussion of the report this afternoon 
I do not have the time to do so. The interesting 
aspect of the report of the Royal Commission is 
the way in which the Royal Commission rejects 
the allegations of the connection between the 
Nugan Hand Bank and the Central Intelligence 
Agency, of the bank's connection with arms run- 
ning, gun running, and of the claim that it was 
a major drug trafficker, although some of its 
activities may have involved the laundering of 
funds for drug syndicates. 

The interesting aspect of this matter is that 
these charges were made by the present Minister 
for Foreign Affairs, Mr Hayden, when he was 
Leader of the Opposition at another time. In 
fact, he made these very dramatic allegations 
about Nugan Hand in April 1982. I think it is 
fair to say that if those allegations had not been 
made by Mr Hayden there would not have been 
the extension of the terms of reference of Mr 
Justice Stewart to include the activities of Nugan 
Hand. The findings of the Royal Commission on 
Nugan Hand reveal an organisation which was 
totally inept and dishonest. People with very 
little ability took part in criminal activities. Un- 
fortunately, it has b^ome a familiar picture 
where people such as that want to big-note 
themselves and become involved in setting up a 
merchant bank and in other commercial activi- 
ties of a highly dubious, if not criminal, kind. 
There was a lot of publicity about this bank and 
the criminal activities of those who led it. 

The matters could have been dealt with quite 
satisfactorily by a police task force — there were 
ones in existence at the lime- a law enforcement 
body, a police force itself or by inquiries from 
corporate affairs commi.ssions. There were per- 
fectly adequate bodies available to investigate an 
organisation of this kind. The organisation re- 
ceived a lot of publicity. The present Minister 
for Foreign Affairs, the then Leader of the Op- 



position, tried to get in on the act. He made 
extravagant accusations and claims which got 
him some headlines and created such a hullaba- 
loo that the then Government decided the best 
thing to do was to refer the matter to Mr Justice 
Stewart who was already very heavily and deeply 
engaged in a major inquiry into the Clark 
syndicate. 

The reality is— this is evident from the report 
which has just been tabled and the study of 
which will certainly repay such consideration— 
that there is really no objective evidence con- 
cerning these allegations. The evidence by var- 
ious witnesses concerning the allegations to the 
effect that there was CIA involvement was, in 
fact, backed up by the objective evidence that 
there was no such involvement. There was a 
vast increase in the expenditure of public money 
by extending the terms of reference of Mr Jus- 
tice Stewart to deal with allegations which, as I 
said, were made by the present Minister for 
Foreign Affairs, all of which could have been 
perfectly and properly dealt with— or at least 
the allegations concerning the dealings of this 
company could have- by an ordinary law en- 
forcement agency, of which there were many 
involved in similar activities and inquiries at the 
time. I think that this represents a very good 
example of how politicians should be very care- 
ful about coming into this chamber or the other 
place and making wild allegations and forcing 
special inquiries to be made into them when, as 
we have found in this case, the royal commission 
finds that there is no substance at all in the 
allegations. 

Question resolved in the affirmative. 

\aUSTRALIAN POSTAL COMMISSION 
\ Annual Report 1984-85 

SenVOor MAGUIRE (South Australia) 
(3.25)— \move: 
That the S^iatc take nolc of the paper. 

The l984-85\nnual report of the Australian 
Postal CommissW) is the tenth annual report of 
one of ' Austral ia's\largest public enterprises. I 
think that in debatingsthis report today we should 
take note of that fact, xhe Commission made an 
operating surplus for thVyear under review of 
$24.5m. I note that it is one of the few postal 
services in the world which liocs return an op- 
erating surplus. The Commission is one of Aus- 
tralia's major employers — in facl\it is probably 
in the top 10 employers in the couhlry - with a 
full time official staff of over 34,200?^hen the ^ 
previous Government was in power under Mr \ 
Fraser and Mr Howard, the then MinisDs;^ for 



OOESTION TIMF BRIEFING t STEWART REPORT ON ACTIVITIES OF 
NUGAN HAND GROUP - BANKERS OPINIONS 



Poeflibl^ Questiont What steps has the Governnent taken to 
establish criteria to be followed by banks in respect to the 
issuing of opinions concerning their clients, as recommended 
by Mr Justice Stewart. 



Possible Answer 

As mentioned by my colleague, the Special Minister for 
State in his statement accompanying the tabllno of the 
Report, a working group of officials is currently 
reviewing criteria followed by banks in Australia in 
issuing opinions on the financial standing or worth of 
their clients with a view to recommending an appropritate 
response by the Government on this matter. 

BACKGROUND 

As the term implies, "bankers' opinions* are essentially 
references or opinions provided by banks, normally to other 
banks, on the financial standing or worth of their clients. 
The Commission's concern regarding this matter arose from the 
alleged manner in which the Nugan Hand Group was able, 
through a series of negotiations with a Branch Manager (now 
deceased) of the ANZ Bank through whom it dealt, to influence 
thre- issue of favourable opinions on its financial standing 
- and the subsequent very effective use made of those opinions 
in expanding the Group's activities, particularly in A 
South East Asia. 
*\ ' 

The working group (comprised of officials from Treasury, the 
Reserve Bank and Attorney-General's Department) has received 
information from the Australian Bankers' Association on 
criteria and practice in issuing such opinions in Australia 
and is in the process of collecting information on practices 
in other countries and in establishing the legal standing of 
such opinions in Australia. 



Sgol M^O- 

R.M. Beetham 

First Assistant Secretary 




QUESTION TIME BPIBFINGt STEWART FEPORT ON ACTIVITIES OP 
NUGAN RAND GROUP • ALLEGED BREACHES OF EXCHANGE CONTROL 
REGULATIONS 



Possible Question: What action is the Government taking 
concerning the alleged breaches of Exchange Control 
Regulations as identified by the Coinmission? 



Possible Answer t 

I ai«i advised that the Australian Federal Police are 
currently investigating aspects of the alleged breaches 
of the Banking (Foreign Exchange) Regulations as they 
then applied by persons associated with the Nugan Hand 
Group and evidence uncovered by the Royal Commission in 
this regard has been brought to the attention of the 
Director of Public Prosecutions for whatever action he 
may deem necessary, consistent with his responsibilities 
for such matters. 

BACKGROUND 

Through a process of comparing records cf the Nugan Hand 
Group with schedules of approvals granted by the Reserve Bank 
to the Group and persons associated with It to undertake 
foreign exchange transactions, the Royal Comirlsslon uncovered 
a considerable number of instances of transactions apparently 
4\^vino been effected In breach of the Banking (Foreign 
. Exchange) Regulations as they then applied. The transactions 
concerned have been examined by the Reserve Bank whiclu has 
also concluded that breaches of the Regulations appear to 
have been involved* The Bank's findings in that regard have 
been referred to the Director of Public Prosecutions 
consistent with his responsibilities for prosecutions under 
the Regulations (you may recall that your power to consent to 
such prosecutions was delegated to the DPP earlier this year) 
and we have been advised that the Bank has facilitated access 
by the Australian Federal Police to its files on persons 
involved in these transactions. 



R.M. Beetham 

First Assistant Secretary 
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^ccepted 
pegardless 
[of source 

I The founders of the Nugan Hand 
♦ t)anking group were prepared to 
J accept cash deposits through their 

companies regardless of their source, 

Mr Justice Stewart found. 

He said his commission identified 
a small number of deposits which 
were drug moneys, but the evidence 
did not allow him to assess what 
proportion of cash deposits were 
drug funds. 



THE DRUG LINK 



Many allegations have been made 
since 1977 that the Nugan Hand 
group was involved in drug traffick- 
ing. Mr Justice Stewart concluded 
that there was no evidence to support 
assertions that the group was know- 
ingly involved in the distribution, 
financing or importation of drugs. 

He found: 

• No evidence that Hand and 
Nugan were involved in heroin 
trafficking on a grand scale, as 
alleged by a convicted drug traf- 
ficker, Andrew Wellington Lowe. 

• That a Nugan Hand employee, 
a Mr Shaw, identified to the commis- 
sion clients of the group whose 
deposits Mr Shaw either knew or 
suspected were the proceeds of drug 
trafficking. 

• That Mr Shaw understood some 
deposits were **black money", which 
he understood to refer to "money that 
was not being declared" for Uxation 
purposes. He did not know the source 
of the money, but said it could be 
obtained in many different ways, 
such as gambling and the removal of 
cash from a till without declaring it as 
taxable income. 

Mr Justice Stewart also generally 
confirmed the findings of a 1983 
Federal/State task force which found 
that Nugan knew he was dealing with 
black money from the Riley group of 
drug traffickers, but that there was no 
evidence that Nugan knew any 
details of the transactions. 

He also generally confirmed it was 
highly probable that Hand knew that 
the Riley group was involved in drug 
trafficking and that their requests for 
use of the Nugan Hand facilities for 
the movement of money were to 
further that activity. 

Mr Justice Stewart found that the 
group provided facilities for the 
transfer of $260,000 from Sydney to 
Singapore for collection by a member 
of the Mr Asia drug syndicate. 

"However, there is no evidence 
which suggests that any person 
associated with the Nugan Hand 
group knew the moneys were to be 
used to purchase narcotics," he said. 

He found no evidence to support 
allegations that the Nugan Hand 
group established an office in Chiang 
Mai, Thailand, to attract deposits 
from drug traffickers of the Golden 
Triangle. 



•uth' 

and no uniforms to Libya 



The Nugan Hand Group was not 
involved in arms dealing, the Royal 
Commissioner has found. 

In Justice Stewart's opinion, the 
nearest the group came to gun-run- 
ning was a proposal to export 10 
second-hand pistols, probably to 
South Africa. Like so many other 
Nugan Hand ventures, as recounted 
by Justice Stewart, it came to nothing. 

He lists 14 separate allegations 
about arms deals. Eleven of these he 
rejects out of hand, including one 
sent on to him by the Costigan Royal 
Commission. 

Of the three he takes seriously, two 
relate to South Africa and the third to 
the Middle East. 

South Africa 

The first allegation, from an article 
in The Sun- Herald, based on a report 
of the Joint Federal-NSW Police 
Task Force into Drug Trafficking, 
was that Michael Hand's activities in 
South Africa during his residence 
there from December 1974 until 
March 1976 appeared to have 
included attempts to arrange arms 
shipments. 

Justice Stewart said the evidence 
suggests Hand did have an interest in 
arms dealing prior to his visit to 
South Africa and possibly prior to his 
association with Nugan, and that 
during his time in South Africa, 
Hand was interested in armaments 
dealing and maintained contact with 
individuals and companies within the 
Nugan Hand Group. 

The Corporate Affairs Commis- 
sion and the Joint Task Force 
investigated inquiries made in late 
1975 by Nugan Hand personnel with 
Mr K.J. Loy, of the Loy Arms 
Corporation, of Surry Hills, Sydney. 
Mr Loy provided a written quotation, 
and an order was placed for 10 
second-hand pistols. However, Mr 
Loy did not receive any payment and 
consequently the firearms were never 
exported. 



THE GUN-RUNNING 



Mr Loy produced to the CAC a 
South African and a Singaporean 
import permit and an Australian 
export permit. No company within 
the Nugan Hand Group is named on 
any of the documents. 

Other documents produced by Mr 
Loy included a letter dated Novem- 
ber 14, 1975, from Loy Arms 
Corporation to Nugan Hand Inc. 
submitting prices for Smith and 
Wesson and Colt revolvers. It indi- 
cated that the supply of 20,000 



• Like so many 
other Nugan- 
Hand ventures 
... it came to 
nothing, J 

revolvers per year over an unspecif- 
ied number of years had been 
discussed. 

Mr W. Hans (an employee of 
Nugan Hand) told the Corporate 
Affairs Commission that he did not 
recall any inquiry by Hand for 20,000 
handguns but said Hand "probably 
had it in mind" to sell them to whites 
in South Africa and Rhodesia. 

The commission accepts that an 
export of 10 second-hand pistols was 
arranged and export approval 
granted but that the export did not 
take place. 

The second allegation about arms 
dealing with South Africa arose from 
correspondence Hand allegedly had 
with Nugan about arms sales to be 
paid for with Rhodesian ivory. The 
source of this allegation was not 
given, but may have been the notes 
apparently handwritten by Nugan 



which were discovered after Ms 

death. 

One note mentions "military weap- 
ons Rhodesia, pay in gold, recoile^ 
rifies, mortars 60/80mm, M79 Gre- 
nade launchers, quad 50 calibre 
machine-guns". A second, and possf- 
bly a third, note referred to ivofy. 

Mr Hans had told the Corporate 
Affairs Commission that he and 
Hand had discussed the matter of 
trade in ivory while Hand was ih 
South Africa. The ivory was available 
but trade was illegal and nothing _ 
eventuated. 

The Middle East 

The final allegation about arms 
dealing to which the royal commis- 
sion attaches any significance, con- 
cerned the Middle East. 

The commission said it was satis- 
fied that negotiations between Edwin 
Wilson, one-time US Congressman, 
now in jail for arms-trafficking, and 
Bemie Houghton, whose companies 
operated the Texas Tavern and. 
Bourbon and Beefsteak restaurant in 
Kings Cross (where many of the 
people who later became involved fii 
Nugan Hand first met) in Genev;a 
had occurred, where the possibility of 
Nugan Hand dealing in Libya)!' 
letters of credit to the value of SUS?2 
million had been discussed. 

Houghton told the commission 
that he was in Geneva at the 
instruction of either Nugan or Hand. 
He told the commission the items to 
be covered by the letter of credit were 
"military uniforms from Korea or 
Taiwan for supply to Libya". The 
Neubauer Bank was to be the drawer 
of the letter of credit in conjunction 
with the Dresdner Bank. 

"Nothing came of the transaction 
and they ultimately got the letter of 
credit from the larger bank," he said. 

The commission said it was satis- 
fied the transaction did not eventu- 
ate. 



The 'Yorkville contra' tax dodge 



The Nugan Hand Group easily 
flouted the labyrinth of foreign 
exchange laws between 1976 and 1979, 
and 370 contraventions involving $16.3 
million have been identified by the 
Royal Commission. 

The Group moved currency in and 
out of Australia either without the 
approval of the Reserve Bank, by ao 
approval obtained by false information 
or under the guise of approval which 
had been granted for an entirely 
different transaction. 

It also appeared to have deliberately 
contravened the monetary laws of 
other countries, including Singapore, 
Malaysia and Hong Kong. 

Apart from the actual movement of 
funds in and out of Australia, the 
Group provided an additional facility 
to clients which proved popular and 
also contravened the law. 

Known within the Group as ^'York- 
ville contra", there was no actual 
movement of funds into or out of 
Australia, but by depositing money 
with the bank in Australia, a client 
could obtain an equivalent credit in 
another country, usually Sifl^apore or 



THE MONEY MOVES 



Hong Kong, without any record being 
made of the transaction. 

Ironically, the report notes, subse> 
quent government deregulation of 
exchange controls means some of the 
group's activities would now be legal. 

But it adds: ""The ease with which 
the group was able to escape the 
provisions of the legislation and, in 
particular, to escape detection by the 
Reserve Bank suggests that observance 
of the legislation by professional 
'money movers* depended almost 
entirely on voluntary compliance 
rather than enforcement by authority."* 

"Yorkville contras" were so named 
because in the group's early days 
clients using this facility were treated 
as clients of Yorkville Nominees Pty 
Ltd, a company owned and controlled 
by Frank Nugan. 

In Sydney, Frank Nugan and 
George Shaw (a director of several 
Hugan Hand companies) entered 
transactions in a blue book subse- 
quently lost or destroyed and made 
payments in cash or authorised the 



drawing of cheques or the issuing of 
other forms of payment. 

In a Yorkville contra transaction, 
payment to the client in one country 
was set off against the client's deport 
in another country, extinguishing the 
original liability. 

The group generally charged 
between 2 and 7 per cent for the 
Yorkville contra service. 

''In return, the client would have 
money made available overseas withf ; 
out attracting the attention of the 
Australian authorities. 

"There were no risks such as those 
associated with physically carrying 
money from one country to another 
and there were no tell-tale records such 
as bank statements,** the report says. 

"The secrecy with which these 
transactions were accomplished was of 
course essential to achieve the primary 
goal of most clients, evading the 
relevant income tax laws.** 

A similar facility to the Yorkville 
contra was known as a "back-to-bacl( 
loan", the only difference being the 
two parts of the transaction occurred 
in the same cod^ry. 
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Mr Blainey could not be "One complainant saw a notice 
f^chcd for comment late last in a newspaper advertising his 
^jg-fj-j *~ sexuality. Another received a bill 



r medical, social, legal and political 
difficulties." 

PAGE 7: AIDS figures show 
some hope. 



Gaming Squad to expand in 
bid to close illegal casinos 



By ROSS DUNN 

The size of the Police Gaming 
Squad is to be increased from 35 
to 70 in a move to close all illegal 
casinos. 

The additional police will cost 
the Government an extra $500,000 
for the rest of this financial year 
and $1.15 million for a full 
financial year. 

The Minister for Police, Mr 
Anderson, made the announce- 
ment outside Parliament yester- 
day shortly after he had tabled a 
report in the House listing 72 
gambling establishments which 
were operating in June. 

The list is contained in the 
second and previously unreleased 
volume of the Government's 
inquiry into gaming. 

Of those in Sydney five were in 
Kings Cross, four in the Eastern 
Suburbs, and eight in Chinatown. 
Others were spread across many 
suburbs north and south of the 
harbour and in the west. 



Rve were in Newcastle, but 
there were none in Wollongong. 
Albury had two, Wagga Wagga 
one, and Tweed Heads two. 

The report says the gaming 
houses ranged widely in quality, 
service, hours and types of games. 
Some had restaurants, and others 
formed part of coffee houses. 
Some stayed open seven days and 
as late as 6 am. They ranged in 
location from commercial to resi- 
dential and industrial areas. 

Examples included: 

• An old three-storey building in 
Bayswater Road, Kings Cross, 
with bouncers and video-camera 
security, used exclusively for 
two-up. 

• A "plush establishment" in 
New South Head Road, Double 
Bay, occupying the first floor of a 
shopping centre and specialising 
in backgammon, poker, black- 
jack, and Chinese dominoes. 

Mr Anderson said yesterday he 



was confident illegal casinos 
could be closed "fairly quickly". 

On Tuesday, he introduced 
legislation which he claimed 
would close the loopholes that 
have allowed more than 150 
gambling establishments to flour- 
ish legally. He said he expected 
the legislation to be in force within 
weeks. 

"The Government is deter- 
mined that following the passage 
of the new provisions in the 
Gaming Betting Act, all illegal 
and loophole gambling establish- 
ments will close," he said. 

Mr Anderson said the Police 
Commissioner, Mr John Avery, 
was confident the legislation 
together with the expanded Gam- 
ing Squad would enable the 
closure of the casinos. 

"It can be seen from this type of 
expenditure that the Government 
is leaving no stone unturned in its 
attack on illegal gambling," Mr 
Anderson said. 



Two help police over social security 'leaks' 



By GRAHAM WILLIAMS 

Two Social Security officers 
were last night helping Federal 
Police in Sydney with inquiries 
into alleged malpractice over the 
release of confidential informa- 
tion about pensioners and benefi- 
ciaries. 

It is understood the police are 
investigating an allegation that 
departmental staff supplied con- 
fidential information such as 
addresses of specified Welfare 
recipients to a private agent. 

A spokesman for the Federal 
Police in Canberra confirmed that 
an inquiry into an alleged mal- 



practice in the department was 
under way, but said no details 
could be given. 

But he said that the police 
would put more effort into Social 
Security fraud because it had been 
upgraded to become the number 
three priority - after drugs and 
organised crime - two weeks ago. 

The Social Security Department 
is concerned at any possible 
leakage of its confidential infor- 
mation about clients - and staff 
who take an oath of confi- 
dentiality face a $5,000 fine or two 
years in jail for unauthorised 
disclosure. 
The Minister for Social Secu- 



rity, Mr Howe, has already 
launched an inquiry into allega 
tions of leaks. 

The State Director of Social 
Security, Mr Tony Slattery, would 
not comment on the police inquiry 
but said that the department had a 
lot of confidential information on 
income, assets and addresses that 
must stay confidential. 

He said that the leakage of 
"bulk raw data" - the supplying 
of large numbers of names of 
clients and their confidential 
details was virtually impossible. 

But he conceded it was possible 
for officers to leak individual 
names and addresses. 




Dr Edelsten . . . Senator Georges sho 



By AMANDA BUCKLEY 

CANBERRA: The Sydney medi- 
cal entrepreneur Dr Geoffrey Edel- 
sten called yesterday for a royal 
commission into allegations 
against him of medical fraud and 
overservicing and accused the 
chairman of a parliamentary com- 
mittee of investigation of **declared 
bias and prejudice^. 

Appearing before the Joint Par- 
liamentary Public Accounts Com- 
mittee, Dr Edelsten said a recent 
report on medifraud activities, 
alleged by the committee*s chair- 
man. Senator George Georges, to 
include Dr Edelsten, was based in 
part on incorrect information pro- 
vided by the Health Insurance 
Commission. Officials of the com- 
mission confirmed Dr Edelsten*s 
contention. 

Dr Edelsten was accompanied by 
Mr Ian Barker, QC, and two other 
lawyers. 

Although denying he was the Dr 
X referred to in the committee's 
September report which outlined 
overservicing activities on a massive 
scale, Dr Edelsten confirmed that 
his company's servicing patterns 
were similar to that of Dr X for the 
month of July last year, but he 
produced figures which showed his 
own company's record since that 
time had showed a marked decline 
in servicing of patients. 

"The figures chosen by the 
committee from July 1984 were 
three times higher than those for 
any other single month in the year, 
and both the Health Insurance 
Commission and the Public 
Accounts Committee will be well 
aware that the July figure - taken 
on its own to demonstrate the case 
— is misleading in the extreme. 
When a full 12-month period is 
examined the average benefits and 
services per patient fall well within 
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Wentworths thieves, murderers, says 



BY LINDSAY SIMPSON 

Ms Kate Wentworth agreed in 
the Supreme Court yesterday that 
she had said she was descended 
from "a long line of thieves and 
murderers". 

Ms Wentworth is suing her 
former husband, Mr Gordon 
Rogers, civilly for assault, alleging 
that he beat her, raped her and 
sooled the dog on her on January 
29, 1977. Mr Rogers, at the same 
time, is suing Ms Wentworth for 
malicious prosecution. 

Yesterday, her third day in the 
witness box, Ms Wentworth was 
being cross-examined by Mr Ric 
Burbidge, QC, for Mr Rogers. 

Mr Burbidge: You said you are 
a descendant of a long line of 
thieves and murderers? 

Ms Wentworth: That describes 



the Wentworth family ... 

Have you said that? - Yes, I 
have . . . take Darcy Wentworth 
as a prime example. He was four 
times in front of the Assizes, the 
last time for murder. 

Asked whether she regarded her 
uncle, Mr W.C. Wentworth, the 
former Federal minister, as a 
thief, she replied: **I have 
regarded him as a thief for years.** 

Mr Burbidge: I suggested you 
are living in a world of sexual 
fantasy and violence? 

Ms Wentworth: I disagree 
entirely. 

She disagreed also that she had 
asserted that Mr Wentworth was 
"a heroin dealer", declaring she 
would never have said that. 

"I have said his son was dealing 
in marijuana," Ms Wentworth 



said. "He is aware of that and so is 
his wife ... it isn't an outlandish 
allegation, it's a fact . . 

Eariier in the proceedings, Ms 
Wentworth agreed that she 
believed her telephone was tapped 
and that on one occasion in 1981 
she believed it to be tapped by a 
company called Pacific Tele- 
phones. 

She said that she had made 
complaints of her telephone being 
bugged to Mr Bob Ellicott, Mr 
Malcolm Fraser and Mr Andrew 
Peacock and an investigation was 
undertaken on their instruction. 

She agreed the investigation 
revealed no evidence to support 
her claim. 

She told the court that she had 
previously given evidence to the* 
Stewart Royal Commission, the 



National Crime Authority and the 
Keating inquiry into Customs and 
excise, among others, and that she 
had given evidence at four royal 
commissions. 

Ms Wentworth agreed that she 
had believed that a small spoon 
sent to her then 14-year-old 
daughter, Anna, by her former 
mother-in-law, Mrs Cynthia Rog- 
ers, was for the purpose of sniffing 
cocaine. 

She agreed that she had sent a 
letter to Mrs Rogers after the 
spoon was sent, saying: "Your 
evilness in aiding and abetting 
your disgusting son in getting my 
older daughter out of my 
house . . . and into the active 
drug culture is enough." 

Asked how her mother-in-law 
had done this, Ms Wentworth 
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NUGAN HAND ROYAL COMMISSION - MINISTERIAI STATEMENT 

For the information of Honourable Members, I present the 
Final Report of the Royal Commission of Inquiry into the 
Activities of the Nugan Hand Group conducted by Mr Justice 
Stewart. I seek leave to make a statement on the report, 

2. On 28 March 1983 the terms of reference of the Royal 
Commission of Inquiry into Drug Trafficking were extended 

TO ALLOW THE RoYAL COMMISSIONER/ Mr JuSTICE StEWART/ TO 
INQUIRE INTO ACTIVITIES OF THE NuGAN HaND GrOUP OF COMPANIES 

and related matters, 
Interim Reports 

3. The Royal Commissioner has since submitted two interim 
REPORTS, Interim Report No. 1 was presented to the 

GOVB^^MENT ON 13 OcTOBER 1983 AND WAS TABLED IN THE 

Commonwealth Parliament on 6 December 1983. This report 

DEALT WITH ALLEGATIONS OF IMPROPER INTERFERENCE WITH THE 
INVESTIGATIONS OF THE FORMER FEDERAL NARCOTICS RUREAU, 
THAT IS/ TERMS OF REFERENCE (e)/ (f) AND (g) OF THE LETTERS 

Patent issued by the Governor-General. The Commission 

FOUND NO EVIDENCE TO SUPPORT ALLEGATIONS OF IMPROPER 
INTERFERENCE WITH THE INVESTIGATIONS OF THE FEDERAL 

Narcotics Bureau or of dishonest or improper behaviour on 

THE PART OF ANY MEMBER OF THE RuREAU, 

4. The SECOND Interim Report was presented to both the 
Commonwealth and New South Wales Governments on 13 December 

1984 AND TABLED IN THE COMMONWEALTH AND NeW SoUTH WaLES 

Parliaments on 20 March 1985. This report concentrated 
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ON TERMS Cb), (c) AND (d) CONTAINED IN BOTH THE COMMONWEALTH 

AND New South Wales terms of reference and considered 

WHETHER there HAD BEEN ANY CONTRAVENTION OF NeW SouTH 

Wales or Commonwealth laws by the Nugan Hand group in 
its relations with local Government authorities in New 
South Wales. 

5. The Royal Commissioner found that Nugan Hand Ltd 

HAD- published FALSE ACCOUNTS TO THE COUNCILS AND DID NOT 
HAVE THE REQUISITE DEALER's LICENCE, BUT THAT APART FROM 
THESE MATTERS THERE WAS NO EVIDENCE TO SUPPORT ANY FURTHER 

allegations. 
Final Report 

6. The report I am tabling today, which is also being 
tabled in the New South Wales Parliament, is the final 
report of the Royal Commission dealing with the terms of • 
reference not covered by the earlier reports (term of 
reference (a) of both Letters Patent), namely: 

"whether the Nugan Hand Group engaged in activities 

INVOLVING contravention OF LAWS OF THE COMMONWEALTH 

[or New South Wales] (in particular, laws relating to 
the importation, exportation or possession of drugs 
or armaments or laws relating to exchange control)." 

In the report the Commission makes a number of positive 
findings, but indicates that its work was hampered by: 
(a) the concealment or destruction of a number of 
relevant documents immediately following the 
death of Nugan; 



(b) the impossibility of hearing evidence from 
Mr Nugan; and 

(C) THE FACT THAT EVIDENCE COULD NOT BE OBTAINED FROM 

Mr Hand. 

The Royal Commissioner believes that, despite these difficulties, 

HE WAS ABLE TO PIECE THE STORY TOGETHER. 

7. The Royal Commissioner shows that the Nugan Hand 
Group operated behind a facade of big spending and public 
relations hype which provided the appearance of a vital 

AND GROWING CONCERN. In REALITY, HOWEVER, IT WAS A 
STRUCTURE OF COMPANIES RELYING HEAVILY ON FALSE BALANCE 
SHEETS AND ROUND ROBIN TRANSACTIONS TO ATTRACT INVESTMENT 
FUNDS. It WAS BADLY MANAGED AND SUFFERED FROM THE INEPTITUDE 
AND LACK OF COMMERCIAL SKILLS OF ITS PRINCIPALS. DESPITE 
THIS IT FLOURISHED FOR SIX YEARS UNTIL THE SUICIDE OF Mr 

Nugan precipitated investigation of its activities. 
Drug Trafficking Allegations 

8. Honourable Members will recall that from 1977 onwards 
allegations were made that the Nugan Hand Group was 
involved in drug trafficking. The Royal Commissioner 
inquired into these allegations and concluded that there 

WAS NO EVIDENCE TO SUPPORT ASSERTIONS THAT THE NuGAN HaND 

Group was knowingly involved in the importation, distribution 
OR financing of the drug trade. In addition, with respect 
TO THE Nugan Hand office opened in Chiang Mai, Thailand, 
THE Commission found that there was "no evidence to 
support the allegation that the office in Chiang Mai was 



ESTABLISHED TO ATTRACT DEPOSITS FROM DRUG PRODUCERS OF 
THE SO-CALLED 'GoLDEN TrIANGLE'", 

9. This is not to say that Messrs Nugan and Hand did 

NOT PROVIDE financial SERVICES TO PERSONS ASSOCIATED WITH 
THE DRUG TRADE. At LEAST SOME OFFICERS OF THE NuGAN HaND 

Group were prepared to accept cash deposits through their 

COMPANIES regardless OF THEIR SOURCE AND WITH THE ASSURANCE 
THAT NO QUESTIONS WOULD BE ASKED CONCERNING THEIR SOURCE. 

The Royal Commissioner has concluded that on at least one 
OCCASION the Nugan Hand Group transferred money overseas 

FOR COLLECTION BY A MEMBER OF THE Mr AsIA DRUG SYNDICATE/ 
BUT THERE WAS NO EVIDENCE THAT ANY PERSON ASSOCIATED WITH 

THE Group knew the money was to be used to purchase 
narcotics. 

Arms Dealings 

— I ' 

10. Several previous inquiries, including those conducted 
BY THE NSW Corporate Affairs Commission, the Commonwealth/NSW 
Joint Task Force on Drug Trafficking and the Costigan 

Royal Commission, referred to the Nugan Hand Group's 
possfble involvement in arms dealings and recommended 
further investigations. This Royal Commission was able 
to look more closely into possible arms dealing. Several 
attempts to initiate arms deals are instanced but on each 
occasion the royal commissioner concludes that the attempt 
came to nothing. 

CIA Involvement 

11. The Royal Commission inquired into allegations 
THAT the Nugan Hand Group was used :by and/or used the 



CIA. The Commission found that these allegations lacked 

SUBSTANCE, BEING BASED ON THE FACT THAT THE NuGAN HaND 

Group employed several former senior US army personnel 

SOME OF WHOM HAD HAD CIA CONNECTIONS AT SOME STAGE, ThE 

Royal Commissioner found it inherently implaustble that 

THE CIA would have USED A GROUP WITH THE SHORTCOMINGS OF 

Nugan Hand. He found further that "there Twas] simply no 
objective evidence that the CIA used or was used by the 
Nugan Hand Group in, or in connection with, any of the 
Group's activities". The US Senate Select Committee on 
Intelligence reached a similar conclusion in its inquiry. 
In the past some publicity was given to the fact that FBI 

DOCUMENTS ON NuGAN HaND PROVIDED TO JOURNALISTS HAD PAGES 

blacked out. The report notes that the Royal Commissioner 

EXAMINED THESE FILES AT F^I HEADQUARTERS AND THAT THERE 
was NOTHING IN THEM WHICH WOULD LEND CREDENCE TO THE CIA 
ALLEGATION IN ANY OF ITS VARIOUS FORMS, 

Other Illegal Activities 

12. The Royal Commission did find that there had been 

•breaches -.BY COMPANIES IN THE NuGAN HaND GrOUP, ITS PRINCIPALS 
and a NUMBER OF ITS OFFICERS, MAINLY OF NeW SoUTH WaLES 
LAWS AND ALSO OF SOME COMMONWEALTH LAWS. AlL OF THE 
CRIMINAL BREACHES IDENTIFIED UNDER NeW SoUTH WaLES LAW ARE 
RELATED TO THE FRAUDULENT CONDUCT OF COMPANY BUSINESS 
WITH RESPECT TO ONE OR MORE COMPANIES IN THE NuGAN HaND 

Group. The Commonwealth laws breached were tax laws and 

THE then existing FOREIGN EXCHANGE REGULATIONS, 

13. The Commission made its assessment of the involvement 
in criminal behaviour of particular individuals on the 
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BASIS OF THE CIVIL STANDARD OF PROOF AND THEREFORE MADE 
NO RECOMMENDATIONS WITH RESPECT TO PROSECUTIONS. HoWEVER, 
THE CONCLUSIONS AS TO CRIMINALITY NEED TO BE FOLLOWED UP 

AND THE Commission has passed information, which may lead 

TO PROSECUTIONS, TO THE RELEVANT LAW ENFORCEMENT BODIES. 

Deletions 

1^. The Government is aware that a significant amount 

OF THE information CONTAINED IN THIS REPORT HAS BEEN 

published previously. The Royal Commissioner has 

SUGGESTED FOR DELETION SOME PARTS OF THE REPORT CONTAINING 
HIS ASSESSMENT IN RELATION TO PERSONS WHO APPEAR TO HAVE 
COMMITTED CRIMINAL OFFENCES AND THIS HAS BEEN AGREED. On 
THE ADVICE OF THE DIRECTOR OF PuBLIC PROSECUTIONS AND THE 

Attorney-General's Department, and following consultation 
WITH THE New South Wales Government, the Government has 
decide5'to delete some further sections of the public 

VERSION of the REPORT THAT MIGHT OTHERWISE PREJUDICE 
PROSECUTIONS OR FAIR TRIAL. Mr JuSTICE StEWART HAS BEEN 
INFORMED OF THE GOVERNMENT'S DECISION. A FULL COPY OF 
THE REPORT HAS BEEN PASSED TO THE LeADER OF THE OPPOSITION 

for his information. 
Recommendations 

15. The Royal Commission has made a number of policy 
recommendations which are currently under active consideration 
BY THE Government: 

(1) The Commission has recommended amendments to the 

Royal Commissions Act to provide for the application 

OF THE RULES OF NATURAL JUSTICE TO THE PROCEEDINGS 

OF Royal Commissions and to provide for Royal Commission 



powers to remain in force following the delivery of 
Reports to enable the transfer, to relevant authorities, 
of material gathered by royal commissions. a review 
OF THE Commonwealth Royal Commissions Act has been 

UNDER WAY FOR SOME TIME AND BOTH OF THESE ISSUES 
WILL BE CONSIDERED BEFORE AMENDMENTS ARE FINALISED, 
It IS EXPECTED THAT THIS WILL BE COMPLETED SHORTLY. 

The Royal Commission has also recommended that access 
'to Cayman Island banking documentation be arranged 

THROUGH AN AGREEMENT WITH THE UnITED KiNGDOM AND 

THAT MODERN JUDICIAL ASSISTANCE TREATIES .BE ESTABLISHED 

BETWEEN Australia and other appropriate countries. 
The Commonwealth Secretariat is preparing a proposed 

SCHEME relating TO MUTUAL ASSISTANCE IN CRIMINAL 

matters between member nations of the commonwealth. 
Australia has specifically raised the question of 
ACCESS to Cayman Island documentation in this regard. 
It is hoped that the scheme will be settled at the 
Commonwealth Law Ministers' meeting in July 1986. 
The Government has already commenced negotiating 
bilateral mutual assistance treaties with non-commonwealth 
countries. 

The Attorney-General is considering the Royal 
Commissioner's recommendations for legislation to 
provide for the specification of the duties of 

auditors AND FOR THE REVIEW/ BY THE NATIONAL COMPANIES 

AND Securities Commission, of the Companies Code, 
State Governments have important responsibilities in 
this area and it is proposed to hold discussions 
with them with a view to formulating an appropriate 
response, 
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(4) Finally, the Royal Commissioner recommended that a 

COMMITTEE :BE SET UP TO LIAISE WITH APPROPRIATE 
PROFESSIONAL BODIES, SUCH AS THE AUSTRALIAN BANKERS 

Association, with a view to establishing criteria 
to be followed -by banks in respect of the issuing 
of opinions concerning their clients* financial 

STANDING AND WORTH. A WORKING GrOUP HAS ;BEEN ESTABLISHED 

for this purpose, 
Conclusion 

16. In SUMMARY THEN THE RoYAL COMMISSIONER FOUND THAT 

THE NuGAN Hand Group had operated for six years with 

TOTAL disregard FOR COMPANY LAW. ALTHOUGH IT HAD PROSPERED 
FOR A TIME ITS COLLAPSE WAS INEVITABLE BECAUSE OF THE 
INHERENT INSTABILITY OF FINANCIAL OPERATIONS BASED ON 
ROUND ROBIN TRANSACTIONS AND THE LACK OF MERCHANT BANK I fiG, ^ 
EXPERTISE OF ITS PRINCIPALS. ThE RoYAL COMMISSIONER'S FINAL 
REPORT, TOGETHER WITH HIS TWO INTERIM REPORTS, CONCLUDES 
THAT THE WILDER ALLEGATIONS MADE AFTER THE GrOUP's COLLAPSE 

and concerning its activities could not be substantiated. 
The Group's misdeeds were exaggerated, in particular with 
regard to the allegations relating to drug trafficking 
and arms dealing. furthermore the commission found that 

THERE WAS NO CONNECTION BETWEEN THE GrOUP AND THE CIA. 

i am confident that public revelation of this sorry tale, 
together with the legislative and other measures the 
Government has taken against white-collar crime, and the 
increased vigilance that has resulted, will greatly 
reduce the likelihood of activities of this kind. 
Mr Justice Stewart and his staff are to be congratulated 

FOR the valuable REPORTS THEY HAVE PRODUCED UNDER THEIR 

NuGAN Hand terms of reference, 




Hinkier Buiidinq 
Kings Avenue 
BAKTON ACT 
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Attacacu a copy ol a letLer anu oSoocxateu correspondence 
frojB the Reserve Bank of Australia auvismci that the 
abovementioned Royal Cofomission haa proviaeo the Reserve . 
with details of transactions which iaay nave involved breac.i^^ 
of tne Banking (Foreign Exchange) Regulations. Tne scheaules 
ui transactions prepared by tne Conuuission, which are 
referre.i to in the Conuais^ion 's letter to the Keaerve BanKf 
loVv oeen provided to this Departiaent. 

Consisttsnt with the arrangeiaents for prosecuting 
of fencesnunder the Banking (Foreign Exchange) Kegulations 
establishea with your Office earlier this year# I am 
forwarding the attached inforiBation to you for any action you 
may consider necessary. Shouio you re4uire any further 
mfori&ation on this matter, including details of the 
transactions referred to in the Conuaission 's letter to tne 
Reserve Bank, I suggest you contact tne Reserve Bank and the 
CoBuaission. 




K*., • i^eetham 

First Assistant Secretary 
Novembr 1985 
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RESERVE BANK OF AUSTRALIA 



25 October 1985 



Attention; Mr J. Jepsen 



65 MARTIN PLACE 

BOX 3947 GPO SYDNEY 2001 

TELEPHONE 234 9333 

IN REPL Y PLEASE QUOTE S D 



is. 



The Secretary 
The Treasury 
Parkes Place 
CANBERRA ACT 



Dear Sir, 
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ROYAL COMMISSION OF INQUIRY INTO THE ACTIV ITIES 
OF THE NUGAN HAND GROUP ' 

We attach a copy of the Royal Commission's letter of 
28 June 1985 which has been provided to us on the basis 
that its contents may provide evidence of offences under 
the Banking (Foreign Exchange) Regulations. 

As you are aware, the terms of reference of the Royal 
Commission of Inquiry into Drug Trafficking were extended 
with Letters Patent issued on 28 March 1983 to make 
inquiry into and report whether the Nugan Hand Group 
engaged in activities contravening Commonwealth laws, 
including those relating to exchange control. At the 
request of the Commission, the Bank had earlier: 

. responded to the Commission's request for details of any 
prior Reserve Bank examination of the Nugan Hand Group; 

. supplied substantial exchange control documentation to 
the Commission, in response to a summons dated 
23 August 1983; 



. nominated an officer to assist the Commission with its 
enquiries into operational and policy aspects of 
exchange control and to participate in formal 
conferences with the Commission's staff. 

Our examination of files relating to Nugan Hand and the 
names of persons/corporations appearing in the schedules 
attached to the Commission's latest letter discloses: 



. During the period (1977-1980) covered by the schedules, 
the Bank gave Nugan Hand Ltd a large number of 
authorities to borrow funds from overseas. The names of 
many of the overseas lenders to Nugan Hand Ltd appear 
several times in the schedules. However, we have not 
been able to relate any inflows detailed in the 
schedules to any specific borrowing authorities given by 
the Bank. During the same period the Bank also gave 
Nugan Hand Ltd a large number of authorities to repay 
borrowings. The schedules disclose a large number of 
principal and interest payments by Nugan Hand Bank, 
Cayman Islands, on account of Nugan Hand Ltd; in only a 
small number of cases is it possible to relate these 
payments to authorities given by the Bank to the local 
company . 

. The names J.L. Aston and Kevin Murray appear together on 
several occasions in connection with the purchase of a 
home unit in Hawaii. In November 1981 the Bank wrote to 
both persons drawing their attention to several 
unauthorised transactions associated with its purchase. 
On 15 January 1983 we wrote to Treasury detailing. ^ 
possible breaches by them of the Banking (Foreign 
Exchange ) Regulations . 

. We have files on many other names mentioned in the 
schedules. Except in the case of Nugan Hand Ltd and 
Messrs Aston and Murray, our files disclose no 
information apparently relating to the transactions 
described in the schedules. 

On the face of it, the transactions reported by the 
Commission involve breaches of the Banking (Foreign 
Exchange) Regulations (as then in effect), specifically 
Regulations 8(3) (a) (i) and (ii) and Regulation 41. 

At the request of the Federal Police, who are conducting 
enquiries on behalf of the Nugan Hand Royal Commission 
into the "Yorkville Contra account" of Nugan Hand, the 
Bank recently gave access to police officers to its files 
on persons named in the schedules. 

We are f orwarding this material to you for any action you 
consider necessa ry . ' 

Yours faithfully. 




M.R. Hill 
Secretary 



End . 
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G.P.O. Box 2528 
Sydney N.S.W. 2001 
Australia 

Telephone: (02) 358 2488 



28 June 1985 



The Secretary 
Reserve Bank of Australia 
Level 10, 65 Martin Place 
SYDNEY N.S.W. 2000 

Attention : Chief Manager 

International Department 



Dear Sir, 

Re: Information furnished pursuant to section 6? 
of the Royal Commissions Act 1902 

The following material (CD11545) is provided to you by the 
Commission pursuant to section 6P of the Royal Commissions Act 1902 on 
the basis that its contents may provide evidence of offences within your 
law enforcement area. 

The Commission has prepared three schedules of transactions, 
which provide details of a facility which the Nugan Hand Group termed 
'Yorkville Contra* whereby a client could deposit money with a particular 
Nugan Hand company in one country on the understanding that the client 
had the right to receive an equivalent amount from a Nugan Hand company 
in another country. In each case one of the countries concerned would be 
Australia and there would be no transmission of money across national 
borders. The word 'Yorkville* was a reference to the fact that in the 
early days of the Group the clients using this facility were treated as 
clients of Yorkville Nominees Pty Ltd. Each of the schedules is based on 
a different accounting source and should, with one possible exception, 
represent different transactions. 

Schedule D 

This schedule contains a list of all Yorkville Contras which 
were recorded in an account entitled * Yorkville Contra ' in the books of 
the Nugan Hand Bank. The Nugan Hand Bank, of course, was incorporated in 
the Cayman Islands. 

Schedule E 

This schedule contains a list of all Yorkville Contras included 
in the account entitled * Nugan Hand Ltd' in the books of the Nugan Hand 
Bank. The majority of these transactions were of a particular type, that 
is, deposits made from, overseas to Nugan Hand Ltd in Sydney, the 
liability for which was assumed by the Nugan Hand Bank which in due 
course repaid the deposit overseas. Before July 1977 these were included 
in the account styled 'Yorkville Contra'. Thereafter they were included 
in the account entitled 'Nugan Hand Ltd'. These transactions have been 
included as Yorkville Contras because they satisfy the basic definition 
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of a Yorkville Contra although It could be argued that In the case of 
some of these transactions repayment by a different company in a 
different country was not so much a facility for the client's purposes 
but rather an arrangement which was convenient to the Nugan Hand Group, 



Schedule F 



This schedule refers to YorkvllLe Contra transactions to or from 
the Nugan Hand Bank which were not Included in the books and records 
styled 'YorkvllLe Contra' and 'Nugan Hand Ltd'. It also includes 
transactions to or from Nugan Hand Inc. Panama (before the formation of 
the Nugan Hand Bank) as well as those located amongst the records of 
Nugan Hand (Hong Kong) Ltd and Nugan Hand Singapore (Pte) Ltd. Many of 
the transactions relate to deposits received in Australia for which 
International Certificates of Deposit were Issued by the Nugan Hand 
Bank. It should be noted that a journal entry of 30 June 1979 in the 
bocks of the Nugan Hand Bank charged the account entitled 'Yorkville 
Contra' for adjustments made to deposits accepted from clients in the 
amount of US$2.3 million. 

In compiling the schedules it was noted that the Nugan Hand Bank 
books and records showed inconsistencies in the exchange rates adopted 
from time to time. When a credit was raised in the Nugan Hand Bank's 
books, in resp)ect of a Yorkville Contra transaction, the Nugan Hand Bank 
applied the middle rate on that day. When the Nugan Hand Bank purchased 
or sent a draft or telegraphic transfer overseas the buying rate on that 
day was applied. When the books and records were written up, the rate 
applicable at the end of the month, at the end of several months, or at 
the end of the financial year was used to convert Australian, Hong Kong 
and Singapore dollars to United States dollars which was the currency 
used by the Nugan Hand Bank for recording purposes. Accordingly, the 
Nugan Hand Bank records sometimes reflected different United States 
dollar amounts for the same transaction. Where this occurred and where 
the situation was otherwise unclear, the Commission has taken the rate 
ruling on the day of the transaction. 

Schedule G 

In addition to these three Schedules which contained only the 
essential facts concerning each transaction, namely, date, amount, client 
etc, a further Schedule has been prepared setting out the detailed 
circumstances of each of these transactions to enable their complexity 
and diversity to be appreciated. 

Please sign and return the attached copy of this letter and the 
schedules to acknowledge receipt of these documents. 

Durs faithfully, 

n — 1 ' ^^^^ 




KvwwK, j^..^.K,-. , - - .^^^^^x ChJ Norman-Green 

^ Acting Secretary 
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STRICTLY CONFIDENTIAL //(, 

NOTE FOR FILE ^^^^^^^ 
STEWART REPORT: PRIVATE BANK EXECUTIVE 

Further to my note for file of 22 October 1985 Mr Mclnnes 
(PM&C) called on 23 October 1985 to say that before any 
reference to matters raised in the Stewart Report pertaining 
to further investigations/possible prosecutions (ie Part 10 
of the Report) were made to non-official organisations or 
persons the Governor should seek to speak to the DPP, 
Mr Tembyr to ascertain whether any action was being taken by 
any law enforcement authorities regarding these mattes. In 
particular Mr Temby should be asked whether the RBA's 
proposed course of action would cut across any current 
investigations or prejudice possible further court 
proceedings. Mr Mclnnes speculated that Mr Temby could refer 
the Governor to the NSW authorities in which case the same 
questions could be asked of them. He also suggested that the 
Governor might speak to Justice Stewart if the earlier 
enquiries were inconclusive. 

Copies to: 

2. Following discussions with the Governor I called 
The SecretaryMr Temby. After outlining my responsibilities I advised him 
Mr MoQ^e that I was calling at the suggestion of Mr Mclnnes. I 

Mr Waller indicated that the matter related to the banker mentioned in 
Mr Jepsen the Stewart Report, specifically pages 1081-1084 in Part 10. 
Mr Callaghan ^as against the background of the RBA's general 

responsibilities for the protection of bank depositors and 
the Treasurer's general responsibilities for banking. The 
concerns of the RBA, Treasury and, I believe, the Treasurer 
stemmed from those responsibilities and the feeling that for 
the fulfillment of those responsibilities (particularly given 
the senior position currently held by the person involved) 
the overseas bank (at the appropriate level) should be aware 
of the matter discussed at some length in Part 10 of the 
Report. I added that the other matter raised in Part 10 and 
discussed at some length in other parts of the Report - 
namely certain sham transactions - was already known to the 
overseas bank through medium of transcripts of evidence given 
to the Commission by the individual and passed over to the 
overseas bank by the individual following a discussion with 
the Governor. I said that my purpose in calling was to seek 
his advice on whether action by the Governor (in terms of his 
responsibilities and duties) to inform the overseas bank (at 
the most senior level) of the other matter concerning the 
individual raised in Part 10 would cut across any current 
investigations by law enforcement authorities or prejudice 
possible future court proceedings. Mr Temby said he would 
have the matter considered and he would get someone to advise. 
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3. John Thorntonr Principal Legal Officer in the DPP^ called 
me on 28 October 1985 in response to my enquiries of Mr Temby 
to say that the Commonwealth authorities were not 
contemplating taking any action with regard to the senior 
bank executive. He was not aware of any current or proposed 
action by the State authorities. He agreed that the DPP 
would have no problems with the Governor (against the 
background of his duties and responsibilities) referring to 
the matters along the lines outlined to Mr Temby. He said 
that the DPP could not advise on matters relating to the 
Governor's position from the viewpoint of defamation aspects. 

4. I passed this information to the Governor on 
28 October 1985. 




R.M. Beetham 

First Assistant Secretary 
28 October 1985 
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STEWART REPORT: PRIVATE BANK EXECUTIVE 



The Governor called me yesterday afternoon to say that the 
Chairman of the local Advisory Board of the relevant overseas 
bank was calling on him later in the day to check whether his 
copy of the transcript of the evidence given to the Royal 
Commission by the bank executive was consistent with 
information available to the RBA. The Governor said that 
while the transcript held by the private bank was likely to 
refer to the matter of building up accounting records by 
paper transactions it was unlikely to refer to what was 
probably the more serious allegation of false evidence to the 
Commission and the handling of a particular transaction 
effected by cheque. The Governor sought my advice on how he 
might deal with this matter. 
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2. After examination of the relevant sections of the Stewart 
Report^ I called the Governor and advised him along the 
following lines: 



Our reading of the Report suggested that any transcripts 
Copies ONLY to: of evidence were unlikely to point up the possibly more 

serious allegations. 

*he Secretary 

Mr Moore • It was important from the viewpoint of the RBA's and the 

Mr Jepsen Treasurer's responsibilities for the protection of the 

Mr Callaghan bank depositors that the private bank should be aware of 

these allegations . 

Unless specific reference was made to Part 10 of the 
Report, which contained these allegations, it would not 
seem possible to transmit the necessary information to 
the private bank to allow it to fully comprehend and 
act; it was possible that the executive himself was 
unaware of the allegations. 



Unless the Governor felt that his discussions with the 
Treasurer allowed him to be so precise in his discussion 
with the private bank I would be concerned, inter alia, 
by the laws of defamation, if the Governor were, at this 
stage, to quote the Report to the Bank. 

If, as likely, the matter did not arise in the 
discussions later in the day, an alternative would be for 
the Governor to talk directly to the private bank 
executive and refer to the allegations. If these were 
denied, which also seemed likely, and the individual 
therefore was unwilling to refer to the matter with his 
employer, then there would be a need to consider other 
approaches. 

The Governor suggested that he would following this 
approach. 
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3, This morning I spoke to Mr Mclnnes in PM&C and informed 
him of these developments. I also sought his advice on the 
possibility of the Governor informing the private bank, in 
confidence^ of the allegations contained in Part 10 of the 
Repot. Mc Innes said that since the Report was a joint 
Commonwealth/NSW exercise he would need to check with the 
relevant joint committee responsible for the Report whether 
they would have any problems with such an approach. His own 
view was that this approach would be appropriate. 




R.M. Beetham 

First Assistant Secretary 
22 October 1985 
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STEWART REPORT: PRIVATE BANK EXECUTIVE 



The Deputy Governor called this morning to say that the 
Governor had been contacted by the chief executive of the 
overseas bank currently employing the person involved in 
the above. The Governor had also been contacted this 
morning by the Chairman of the Australian Advisory Board. 
The overseas bank was now informed of the situation. The 
local Chairman had read transcipts of relevant evidence 
and this had led to the advice to Head Office. It had 
also been suggested to the person involved that he seek 
legal advice. 

2. The overseas bank representatives had thanked the 
Governor for the discretion shown in handling this 
matter. The Governor had said he would keep the overseas 
bank informed of any significant developments. 

3. I agreed with the Deputy Governor that nothing moe 
needed to be done at this stage. 



R.M. Beetham 

First Assistant Secretary 
17 October 1985 



Copies ONLY to: 

The Secretary 
Mr Moore 
Mr Jepsen 
Mr Callaghan 
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STEWART REPORT: SENIOR PRIVATE BANK OFFICER 



I spoke today to the Deputy Governor to advise him of our 
understanding that a Cabinet Submission relating to the 
Stewart Report could be considered by Cabinet on 
28 October 1985 and that this was likely to recommend . 
tabling/publication of the Report excluding Part 10. ^ 
This meant the bulk of the Report could become public f^^' 
in November. 

2. I asked him about the discussions which the Governor 
had had some weeks ago with the Treasurer concerning the 
senior private bank officer referred to in the Report. 

The Deputy Governor said that as a result of that discussion 
the Bank had spoken with the person concerned. The 
individual was aware of the issues involved and had indicated 
that his former employer was aware of the matter and he 
would now inform his current employer. The Deputy felt 
that this was sufficient action. 

3. I asked the Deputy whether there had subsequently 
been any indication that the current employer had been 
informed. He said that he understood my point and implied he 
would cover it. 




R.M. Beetham 

Acting Deputy Secretary 

10 October 1985 





Mr Callaghan 
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The Secretary 
Reserve Bank of Australia 
Level 10, 65 Martin Place 
SYDNEY N.S.W. 2000 



Attention: 



Dear Sir, 



Chief Manager 

Int emat io nal Department 



Re: 



Inforication furnished pursuant to section 6P 
of the Royal Commissions Act 1902 




The following material (CD11545) is provided to you by the 
Commission pursuant to section 6P of the Royal Commissions Act 1902 on 
the basis that its contents may provide evidence of offences within your 
law enforcement area. 

The Commission has prepared three schedules of transactions, 
which provide details of a f^£illity which the Nugan Hand Group terned 
•Yorkville Contra' whereby a client could deposit money with a particular 
Nugan Hand company in one country on the understanding that the client 
had the right to receive an equivalent amount from a Nugan Hand company 
in another country. In each case one of the countries concerned would be 
Australia and there would be no transmission of money across national 
borders. The word 'Yorkville* was a reference to the fact that In the 
early days of the Group the clients using this facility were treated as 
clients of Yorkville Nominees Pty Ltd. Each of the schedules is based on 
^^^^ a different accounting source and should, with one possible exception, 
J"^^ ^^^epresent different transactions. , 

Schedule D 

This schedule contains a list of all Yorkville Contras which 
were recorded in an account entitled ' Yorkville Contra * in the books of 
the Nugan Hand Bank. The Nugan Hand Bank, of course, was incorporated in 
the Cayman Islands. 

Schedule E 

This schedule contains a list of all Yorkville Contras included 
in the account entitled 'Nugan Hand Ltd' in the books of the Nugan Hand 
Bank. The majority of these transactions were of a particular type, that 
is, deposits made from overseas to Nugan Hand Ltd in Sydney, the 
liability' for which was assumed by the Nugan Hand Bank which in due 
course repaid the deposit overseas. Before July 1977 these were included 
in the account styled 'YorkviHe Contra'. Thereafter they were included 
in the account entitled 'Nugan Hand Ltd', These transactions have been 
included as Yorkville Contras because they satisfy the basic definition * / 



i 



- 2 - 



of a Yorkville Contra although It could be argued that in the case of 
some of these transactions repayment by a different company in a 
different country was not so much a facility for the client's purposes 
but rather an arrangement which was convenient to the Nugan Hand Group. 



Schedule F 



This schedule refers to Yorkville Contra transactions to or from 
the Nugan Hand Bank which were not included in the books and records 
styled 'Yorkville Contra' and 'Nugan Hand Ltd'. It also includes 
transactions to or from Nugan Hand Inc. Panama (before the formation of 
the Nugan Hand Bank) as well as those located amongst the records of 
Nugan Hand (Hong Kong) Ltd and Nugan Hand Singapore (Pte) Ltd. Many of 
the transactions relate to deposits received in Australia for which 
International Certificates of Deposit were issued by the Nugan Hand 
Bank. It should be noted that a journal entry of 30 June 1979 in the 
bocks of the Nugan Hand Bank charged the account entitled 'Yorkville 
Contra* for adjustments made to deposits accepted from clients in the 
amount of US$2.3 million. 



In compiling the schedules it was noted that the Nugan Hand Bank 
books and records showed inconsistencies in the exchange rates adopted 
from time to time. When a credit was raised in the Nugan Hand Bank's 
books, in respect of a Yorkville Contra transaction, the Nugan Hand Bank 
applied the middle rate on that day. When the Nugan Hand Bank purchased 
or sent a draft or telegraphic transfer overseas the buying rate on that 
day was applied. When the books and records were written up, the rate 
applicable at the end of the month, at the end of several months, or at 
the end of the financial year was used to convert Australian, Hong Kong 
and Singapore dollars to United States dollars which was the currency 
used by the Nugan Hand Bank for recording purposes. Accordingly, the 
Nugan Hand Bank records sometimes reflected different United States 
dollar amounts for the same transaction. Where this occurred and where 
the situation was otherwise unclear, the Commission has taken the rate 
ruling on the day of the transaction. 



Schedule G 



In addition to these three Schedules which contained only the 
essential facts concerning each transaction, namely, date, amount, client 
etc, a further Schedule has been prepared setting out the detailed 
circumstances of each of these transactions to enable their complexity 
and diversity to be appreciated. 

L^AyU. ' Please sign and return the attached copy of this letter and the 

schedules to acknowledge receipt of these documents. 

Durs faithfully. 



4 




^ ^ ...^ , ^ . ^ ^ 

Acting Secretary 

-t^ ^ ; 
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SCHEDULE G 



04G 



DETAILS OF INVIDUAL TRi^lTSACTIONS 

8G.1 Transactions for which no Reserve Bank Approval was Obtained - 
Typical Yorkville Contras 

It should be noted that references to the Nugan Hand Bank in the 
following material are references in the main to transactions occurring 
at the head office in Hong Kong and, on occasion, at the accounting 
centre in Singapore. Although the Nugan Hand Bank was incorporated in 
the Cayman Islands, West Indies, it operated out of each of the Nugan 
Hand Group's overseas offices, notably Hong Kong and Singapore. 

8G.1.1 Example No. 1 - Pamela Kibby (Lady Myer) 

In this example cash was received and placed in Ntican Hand Ltd's safe in 
Sydney and, by m.eans of a Yorkville contra, a Nugan Hand Bank 
International Certificate of Deposit was issued. On the client's 
instructions the money was later transferred by the Nugan Hand Bank to 
Hawaii. 

In or about Noveirher 1977 Mr R.A. Pulger-Fram.e [profile 2.59] travelled 
to Australia and collected large sums of cash on behalf of the Nugan Hand 
Group. This rroney was placed in the safe at Nugan Hand Ltd's premises at 
55 Macquarie Street, Sydney. He collected a total of A$350 000. One of 
the clients he received cash from was Mrs Paimela Kibby. Mrs Kibby was 
introduced to Mr Pulger-Frame by a Queensland accountant, Mx Kecward 
Lancelot Patrick of Patrick Wan and Company in Brisbane. Mx Patrick '/<as 
present when the ;^^100 000 in cash was handed to I'lr Pulger-Frar.e in 
M'^^lbourr^. The Kuaan Hand Grouo charged 6 per cen- for this transaction 
and Mr Patrick took A$2 000 out of tnat commissicr..^ 

On 2 November 19"7 Nugan Hand Bank issued Mrs Kibby with an In-ernaticnal 
Certificate of Deposit for US?106 220. This deposit was set for a period 
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of one year with an interest rate of 8 and 3/4 per cent. Mrs Kibby was 

3 

allocated Nugan Hand Bank client nuinber 77-3134-A. On 26 February 

1979 the Nugan Hand Bank received correspondence from Mr Patrick which 

instructed that the principal plus accumulated interest for Mrs Kibby be 

transferred to a bank account at the First Hawaiian Bank, Hawaii. On 

6 March 1979 USill8 967.65 was transferred by telegraphic transfer to 

4 

Hawaii by Nugan Hand Bank on behalf of Mrs Kibby. 

Mrs Kibby did not give evidence to the Cornnission although she was 
interviewed by Commission investigators.^ She said that the A$100 000 
was an investment by her son, Mj: Anthony Norman Myer who wrote a cheque 
on r^erton Investments Pty Ltd and gave it to Mr Patrick. Mr Patrick 
travelled to Melbourne and with Mrs Kibby banked this cheque to her bank 
account. Mrs Kibby drew cash against this cheque and handed it to 
Mr Pulger-Frame at her home in Tcorak. No receipt for the money was 
handed to Mrs Kibby, however, an International Certificate of Deposit 
from Nugan P^nd Bank was forwarded to Mr Anthony Myer by Mr Patrick on 
8 February 1978. After the deposit with Nugan Hand Bank matured, 
Mr Patrick suggested that it be transferred to Mrs Kibby 's Hawaiian bank 
account. Commission Investigators were told by Mr Patrick that it was 
later transferred to Mr Myer's bank account in Honolulu and brought back 
to Australia by him in 1982.^ Mr Pulger-Frame told Coirmission 
Investigators'^ that Mr Patrick handed him the $100 000 in cash in 
Toorak, Melbourne and removed $6 000 for himself to leave $94 000 for the 
deposit with Nugan Hand. However, in an internal memorandum to Mr C.L. 
ceilings [profile 2.15], Mr Pjlcer-Frame seated that Mr Patrick 
'peeled-off 2 of the 6 per cenc I charged, so he made $2 000 out of 
it'.^ Mr Pjlger-Fram.e took the cash to Sydney and handed it to Mr S.K. 
Hill [profile 2.33]. 

8G.1.2 Exai7.ple No. 2 - Georcre Shar.cun 

In this ex^ricle cash was received at Nugan Hand Ltd's premises at 
55 Macquarie Street, Sydney and placed in the safe. By means of a 
Yorkville contra the client cccained a der.anc draft from the Nugan Hand 
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About September 1979 Mr Georce Shairaun handed to Mr G.T. Shaw [profile 
2.65] A$50 000 in cash. Mr Shaw charged a 2 per cent fee for this 
Yorkville contra transaction and made A^49 000 available through Nugan 
Hand Bank.^ Mr Shamoun travelled to Singapore on his way to Lebanon 
and on 17 September 1979 he received a demand draft from the Nugan Hand 
Bank made payable to him at the Credit Commercial de France (Moyen 
Orient) Sal Beirut Lebanon for OS$55 027. This denand draft was drawn on 
the Inter-Alpha Asia (Singapore) Ltd Bank in Singapore. Nugan Hand Bank 
had a bank account with this Bank and reimbursed it for the demand draft. 

Mr Shamoun was later charged with and acquitted of attenpting to L-nport 
prohibited imports (cannabis resin) and possession of prohibited 
imports. These charges related to the discovery of 22 pounds of hashish 
resin and oil in machinery L^pcrted from Lebanon. Amongst papers found 
at MX Shamoun 's flat upon his arrest in August 1980 were documents 
recording the following finar.cial transactions: 

a. 13 overseas drafts ;:urchased from Australian Banks in various 

10 

nair.es . 

b. Credit advice slips from Banque Nasr Libano-Af ricaine S.A.L. in 
the name of George M. Shamoun. 

The credit advice slips (b) accve aligned closely with the overseas 

drafts (a). They totalled al~.C5t A$16 000. There was another credit 

advice slip for the demand craf- obtained from Nugan Hand Bank banked to 

the same account. ^ Mr Sha.-cun admitted to Commission Investigators 

that he had previously lied tc J^^ustralian law enforcement authorities 

about the nature of the Nucar. Hand Bank transaction."^^ Mr Shaw stated 

in his evidence to the Coirrissicn that he felt compelled to support 

Mr Shairoun's lies acout the -ransaction since Mr Shamoun had lost seme 

14 

money in the collapse of N\:car. Hand Bank. 

8G.1.3 E:-:arr.pl e Nc. 3 - Maiar. Chew Hong Kiat (Grace V^e) 

In this exa-ole cash was caii cy the Nugan Hand Bank in Hong Kong to a 
client and the correspondir.c fecosit in Australia was made by way of cash 
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to Mars Road Investments Pty Ltd [profile 2.88] (hereafter known as 'Mars 
Road Investments'). It was slightly different to the other Yorkville 
contra transactions to the extent that the Nugan Hand Group was paid 
after effecting the payment on the client's behalf. This facility was 
probably available because one of the parties concerned, Madam Chew Hong 
Kiat (also known as Mrs Grace Wee), had substantial deposits with the 
Nugan Hand Group that could be used as 'security'. 

On 18 December 1979 Mr Andrew Wong [profile 2.74] deposited A$45 350 in 

^ 15 
cash with Mars Road Investments in Sydney. Of this amount, 

US$100 000 was deposited in the name Grace Wee and HK:^200 000 was 

deposited in the name H.S. Wong. On the same day Mr Shaw advised NUgan 

Hand Bank in Hong Kong that this money had been received in Australia for 

these two persons and confirmed prior instructions which had authorised 

the paymen t of the US$10 000 and the HK$200 000 by^ the Nugan Hand Bank to 

Mr Ajicrew Wong while he was in Hong Kong prior to this deposit of cash in 

Australia.'''^ 

8G.1.4 Example No. 4 - Christopher Bryce Richardson 

In this example cash and cheques were received by way of a deposit from a 
client by Nucan Hand Ltd in Sydney, and, by m.eans of a Yorkville contra 
an International Certificate of Deposit was issued by Nugan Hand Bank 
overseas. The client, Mr Christopher Bryce Richardson made some 
withdrawals against this deposit and lose the balance in the collapse of 
the Nucan Hand Group. ■ 

On 12 March 1979 Mr Richardson went to Nucan Hand Ltd's premises in 
Sydney and handed to Mr G.V. Galicek [profile 2.22] a cheque drawn on his 
company, Importex Customs Agency for Ai42 656.39. Mr Richardson told 
Ccrr.ission investigators "'"'^ that this mtoney was the proceeds of the 
sale of a property he owned at Ku-rinc-gai. He also gave Mr Galicek a 
personal cheque for Ail03.61 and cash of .^-^240. Ihis made up a total of 
A$43 GOO which upon conversion becar.e US ^48 000. Mr Richardson received 
an International Certificate of Deposit from the Nugan Hand Bank in 
exchar.ce for this money. The two ZT.'^y.^s were deposited to Illarangi 
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Investments Pty Ltd [profile 2.85] (hereafter referred to as 'Illarangi 

18 

Investments*) on 29 June 1979. Mr Richardson earned interest on his 
investment with Nugan Hand Bank from 21 March 1979. It is not kno^Ti why 
it took so long to deposit the cheques in Australia. 

On 12 August 1979 a bank draft for US$18 000 was drawn by Nugan Hand Bank 

and paid to Mr Richardson. He banked that to his bank account in 

Australia. On 22 November 1979 he withdrew a further US$6 000 by way of 

19 

bank draft from Nugan Hand Bank. This was also deposited to his bank 

account in Australia. The rest of the deposit plus accumulated interest . 

20 

was lost in the collapse of the Nugan Hand Bank. 



8G.1.5 Example No. 5 - Geoffrey L. Horton 

In this example a cheque was deposited with Nugan Hand Ltd in Sydney, and 
by means of a Yorkville contra the client was paid by telegraphic 
transfer by Nugan Hand Bank overseas. 

Mr Geoffrey L. Horton made a deposit with Nugan Hand Ltd in Sydney. On 

1 March 1979 he was paid US$20 200 by the Nugan Hand Bank. * This 

payment by Nugan Hand Bank was an advance against his deposit with Nugan 

Hand Ltd in Sydney. Subsequently a cheque was drawn on Nugan Hand Ltd 

and paid to Mr Horton in Australia for A$21 426. Mr Horton then 

reLmbursed this monev bv way of an identical cheque on 20 April 1979 

22 

which was banked to Mars Road Investments. 
8G.1.6 Example No. 6 - Ronald Cheung 

This example shews a Yorkville contra transaction where a cheque '^^s 
deposited with Mars Road Investments in Sydney and a payment was T.ace by 
cheque or by cash by the :]ugan Hand Bank in Hong Kcnc. Mr Ronald Cr.eung 
handed cheques to Mr J. McArthur [profile 2.46] in Hong Kong who sent 
those cheques to Mr Shaw in Australia. The cheques were drara on -he 
Rural Bank at Brcokvale, New South Wales. Mr S^iaw was instructed zz cash 
those cheques and advise the Hong Kong office inar^ediately they were 
cleared so that the equivalent could be paid to Mx Cheung in Hone :<cng. 
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Mr Shaw banked four cheques to Mars Road Investments for Mr Cheung. The 
first was on 10 January 1979 for $10 000,^^ the second was on 14 
February 1979 for $5 000, the third was 9 April 1979 for $5 000, 
and the fourth was on 23 October 1979 for $5 000.^^ A further cheque 
for $5 000 was sent by Mr McArthur on 27 April 1979, the ultimate 
destination of which could not be traced. ^"^ Mr Cheung was paid the 
equivalent by Nugan Hand Bank in Hong Kong. 

8G.1.7 Exainple No. 7 - Bruce K. Godfrey 

In this example money was collected in Australia by two Nugan Hand Group 
companies, Yorkville Nominees Pty Ltd [profile 2.108] (hereafter known as 
' Yorkville Nominees ' ) and Nugan Hand Trade Services Pty Ltd 
[profile 2.98] (hereafter known as 'Nugan Hand Trade Services') and a 
taxation scheme was then implemented. By means of a Yorkville contra, 
the equivalent money was made available through the Nugan Hand Bank and 
transferred by the Bank by telegraphic transfer from Hong Kong to 
Switzerland. 

Mr Bruce K. Godfrey operated a company in South Australia in the name of 
Godfrey Office Equipment Pty Ltd. This company paid A^ll 000 to 
Yorkville Nominees on 5 April 1978 and subsequently made eleven payirents 
to Nugan Hand Trade Services of A$8 983.33 each. Hie total money 
received by these two companies in Australia by Nugan Hand was 
A$109 816.63. Nugan Hand Bank in Hcnc Kong paid by telegraphic transfer 
one amount of A$29 600.66 on 20 April 1978 and from July 1978 to October 
1979 eight payments of A$7 007. This totalled A$85 656 paid by Nugan 
Hand Bank. The difference between the money raised in Australia and that 
paid out by Nugan Kane Bank was A$24 161 which was 22 per cent of the 
money raised in Australia. This 22 cer cent represented a fee for the 
taxation scheme. This scheme essencially involved bogus invoices from 
Yorkville Nominees and Nugan Hand Trade Services being^raised charging 
Godfrey Office Equipment Pty Ltd for various services. Godfrey 
Office Equipment Pty Ltd treated the cai.-.ents on those invoices as 
expenses in their taxation returns and received a tax deduction for 
them. However, 78 per cent of the pai.-.er.ts to Yorkville Nominees were 
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given back to the client by Nucan Hand Bank overseas. The first 

repayment was mace by the Nugan Hand Bank on 20 April 1978 in the amount 

of A$29 600.99 to the account of Mr B. Godfrey at the Swiss Credit Bank, 

Zurich. The subsequent regular instalments of A$7 007 were made to the 

same bank in Switzerland to an account in the name of Egilo 
29 

Establishment. 

Mr Godfrey denied to Commission Investigators that these transactions 
were a taxation scheme and claimed the payments were incurred in the 
course of furniture sales. However, the Commission's inquiries found no 
evidence of any significant sales assistance by the Nugan Hand Group 
companies. Godfrey denied any knowledge of the Swiss bank accounts as 
well as the name of Egilo Establishment. 

8G.1.8 Example No. 8 - Gloria Siu and William Siu 

In this example, money was deposited with Yorkville Nominees by 

Mrs Gloria Siu and Mr William Siu and, by means of a Yorkville contra, 

they were placed in the position of being able to draw on Nugan Hand Bank 

for the funds. Their invest-Tsnt with Yorkville Nominees was in the form^ 

of A$10 000 cash deposited on 15 August 1977. A Yorkville contra was 

arranged and the clients were allocated Nugan Hand Bank client number 

78-05-3220-A.-^-'- 

8G.1.9 Example No. 9 - Dwa-.-ne McHolick 

In this example money was deposited with Yorkville Nominees and, by means 
of a Yorkville contra, the equivalent amount of money was transferred to 
Oregon by the Nugan Hand Bank. 

Mr Dwayne McHolick was a director of David Jones Ltd in Sydney who 
deposited A$31 000 over a period of time with Yorkville Nominees. This 
amount was subsequently paid with interest by the Nucan Hand Bank by 
telegraphic transfer to Oreccn, in the United States, by one payment of 
US$23 340.46 on 26 October 1977 and by a second ca:-ent of USSll 730 on 
9 October 1978. The firsc of these two payir,ents by Nugan Hand Bank 
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represented a payout of an accumulation of deposits in Australia witi 
Yorkville Nominees in the naiTie of David McCullaugh. These were: 



23 July 1976 


$1 


500.00 


3 August 1976 


$1 


500.00 


10 August 1976 


$4 


500.00 


8 December 1976 


$4 


500.00 


13 January 1977 




500.00 


10 October 1977 


- $6 


500.00 




$20 


000.00 


add interest earned 


$1 


286.13 




A$21 


286.13 


converts to 


US$25 


570.46 



The second Yorkville contra transaction was a payout of accumulated 
deposits as follows r"^^ 

• 1 November 1977 $4 500.00 

23 November 1977 " $3 000.00 
29 March 1978 $3 500.00 

A$ll, 000.00 

converts to US$11,730.00 



These three latter deposits with Yorkville Nominees in Australia were 

held in various names, one being Dwayne LMcHolick, another being D. ^5cH/ 

. 34 

and a third being D. McLeod. 

8G.1.10 Exarcple No. 10 - Murray Stewart Riley 

In this example, cash was received in Hong Kong and deposited to Nugan 
Hand Bank and the equivalenc ar.ount: of cash was paid out in Australia. 

On 19 October 1977 Nugan Hand Bank received HKS33 000 in cash. This was 
deposited to the Wing On Bank, Hone Kong dollar account. The notation 
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against the entry was Yorkville contra 'Yogi Bear*. Mr Hill advised 
Commission officers in an interview that 'Yogi Bear' was a reference to 
Mr Murray Stewart Riley but he subsequently denied knowledge of this in 
evidence before the Commission. Mr Riley collected the equivalent 
of this money in Australia in cash out of the safe in Sydney. "^^ In an 
interview with Commission investigators Mr Riley denied that this 
transation was conducted on his behalf. He also denied any knowledge of 
the code name 'Yogi Bear' .^^ 

8G.1.11 Example No. 11 - Trevor H. Plant 

In this example cash was deposited with the Nugan Band Bank in Hong Kong 
and by means of a Yorkville contra a cheque was paid out by Yorkville 
Nominees in Australia for the equivalent amount. 

On 8 June 1978 Mr Trevor H. Plant handed to the Ebng Kong office 

traveller's cheques and cash amounting to US$1 579.53. Ihis converted to 

Ail 390. A cheque was drawn on Yorkville Nominees for A$l 390 on 9 June 

38 

1978 to be deposited to Indac Pty Ltd at TUrramurra for Mr Plant. 

8G.1.12 Example No. 12 ■ Stuart Gillett ^ . 

In this example a cheque was deposited to Nugan Hand Bank in Hong Kong 
and cash was paid out in Australia from the safe at the offices of Nugan 
Hand Ltd at 55 Macquarie Street Sydney. 

On 13 Noveirier 1978 a cheque for HK$100 000 was deposited to Nugan Hand 
Bank in Kong Kong. This cheque was drawn by Sceaktrust Ltd and bore the 
signature of Mr Stuart Gillett. Mr Gillett received KK$3 000 from 

40 

the petty cash tin in Hong Kong" and the residue of KK$97 000 was paid 

41 J. 
to MX Gillett in Sydney. Mr Shaw recalled paying A$20 000 in cash to 

Mr Gillett from funds held in the safe.^" Mx Gillett told Ccmmission 

investigators that this transaction was carried out on behalf of his 

. 43 
cousin. 
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8G.1.13 Example No. 13 - Dr Chi Vfei 

This is an example of a Yorkville contra transaction where a cheque was 
paid into Nugan Hand Bank in Singapore and a cheque was paid out by 
Yorkville Nominees in Australia for the equivalent amount. 

On 7 April 1977 Dr Chi Wei Chen deposited a cheque for the equivalent of 
A$50 000 in favour of the Nugan Hand Bank in Singapore. His cheque was 
drawn on the Bank of America, Hong Kong for US$56 500. He was allocated 
client number 77-310 0-H and the money was placed on deposit with NQgan 
Hand Bank for one year at 10 per cent interest. However the deposit was 
withdrawn on 25 November 1977. On 15 November 1977 Yorkville Nominees 
drew a cheque for A$50 000 payable to Dr Chen in Australia. Dr Chen told 
Commission investigators that the transaction was meant to transfer 
assets from Singaoore to Australia and did not represent the proceeds of 
any illegal activity. * 

8G.1.14 Example NQ. 14 - Brian Frederick Honey 

Mr Brian Honey was an Australian national who worked in Thailand. The 
Nugan Hand Bank records disclosed the existence of an International 
Certificate of Deposit number 78043214T. By 1 July 1979 the balance held 
on deposit against client number 3214 which was the client number of 
Mr Honey, in respect of this International Certificate of Deposit was 
US|17 208.50. By means of a Yorkville contra the equivalent of this in 
Australian collars was mace available to Mr Koney as a deposit with Nugan 
Hand Ltd in Australia. Mx Honey drew upon this deposit in Australia 
on 20 Septerrber 1979 when $17 800 was paid to a firm of solicitors on his 
behalf 

8G.1.15 Exarple No. 15 - Jeremy MacKenzie Gilder 

In this exarcle a cheque was paid into the Nugan Hand Bank by n^ans of a 
Yorkville contra and an equivalent amount of money was made available in 
Australia. In order to avoid taxation the money was repaid in Australia 
purporteciy as a loan. 
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on 15 January 1980 Mr J.G. Gilder [profile 2.25] deposited a cash cheque 
for S^llO 149 to the Nugan Eand Bank in Singapore. This was converted to 
US$50 375.05 when deposited to the Nugan Hand Bank. Mr Gilder's 
commission as payment for his services to the Nugan Hand Bank was paid to 
the same account. A cheque for A^50 000 was subsequently paid to 
Bruttron Pty Ltd by Mars Road Investments on behalf of Mr Gilder on 
15 January 1980.^^ Bruttron Pty Ltd was a company owned and controlled 
by Mr Gilder in Australia. The transaction in Mars Road Investir^ents 
records was described as a loan"*^ and a deed of termination and release 
was used so that there would be no liability to repay the loan. 

8G.1.16 Example No. 16 - Eavard Achterberg . 

In this example money was transferred to Nugan Hand Bank in Hong Kong and 
by means of a Yorkville contra, an equivalent amount of cash was paid out 
in Australia. The Nugan Hand Group managed a nominee company in Hong 
Kong for Mr EOTard Achterberg called l/D Fat Investments. This ncminee 
company had accumulated HKi29 230.90. This money was transferred from 
the bank account^ of Lo Fat Investments to Nugan F^nd Bank on or about 
7 June 1979 and Mr Shaw later paid A$4 968.70 in cash to Mr Achterberg in 
49 • 

Syoney. 

8G.1.17 Exar;ple No. 17 - Brian Gordon Eyre 

In this example money accurnlated for a Nugan Eand client overseas was 
transferred to the Nugan Hand Bank and, by means of a Yorkville contra, 
that money was made available in Australia and used for the 
implementation of a tax scherr.e. 

Mr Brian Gorccn Eyre was a business partner of Mr Donald Daislev^who 
controlled a Hone Konc ccr.cany called Wilkinson (I-^ldings) Ltd. On 
27 January 1976 a cheque fcr USSlO 558 from K.C. Yunc was paid to Nucan 
Hand Inc. Pana-.a at the Union Bank of Switzerland in Zurich on behalf of 
Wilkinson (Holdings) Ltd. Tnis deposit with Mugan Hand Inc. Panama 
matured on 27 April 1976 and together wich interest amounted to 
USSIO 765.27."^'^ Further interest accrued and a total amoun:: of 
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US$11 287.83 was transferred and invested with Nugan Hand Bank for one 

year under the client number 76-3063-A. Mr Eyre also had money on 

deposit with Nugan Hand Bank under client nuiitier 77-3108-A, On 20 Kay 

1977, before the term of the first loan had expired, a total of 

US$20 989.84 from these two accounts with Nugan Hand Bank was converted 

to A$18 972.55 and after a 5 per cent fee of A$948.62 was deducted, 

Mr Eyre received A$18 023.93 in Australia from Yorkville Nominees 

52 

purportedly as a loan. The purported loan was paid to a firm of 

solicitors on behalf of Mr Eyre and used to purchase land at Port 

. 52 
Macquarie. 

Documents were prepared and signed by Yorkville Nominees and Mr Eyre to 

create the false impression that a sum of A$18 023.93 had been advanced 

as mortgage finance by Yorkville Nominees. A deed of termination and 

release between the two parties was also prepared so that Mr Eyre did not 

have any liability to repay the loan. However Mr Eyre did decide to 

repav the loan on 4 Mav 1978 by depositing A$20 186.80 with Yor'-.^lle 

5^ 

Nominees. He received this money back in cash on the same day. 
8G.1.18 Example No. 18 - Brian Albert Guest 

This exaipple is similar to the previous one except that the tax scheme in 
Australia involved the purchase of shares by Mars Road Investments, in a 
company controlled and operated by Mr Brian Albert Guest. 

A ncrr-inee company in Kong Kong called Accra Engineering and Technical 
Services Ltd had money on deposit with the Nugan Hand Bank under client 
number 78-08-3134-H. In October the balance of the money on deposit in 
this account was dispersed in three ways; US$15 000 was transferred to 
acccur.c niiTber 78 -10-319 1-H for Mr John Leslie Hobbs with the Nucan Hand 
Bank in Hong Konc, and 256 was credited to account 78-10-3192-H with 

Nucar. Hand Bank in Hone Kong for Mr Andreas Hassler and the third payr^ent 
was a Yorkville ccnzra to Australia for A$33 539.52 for Mr Guest, who 
received Ai26 000 in the form of a purchase of 13 000 shares by y^rs Read 
InvesLT-encs in a ccr.par.y operated and controlled by Mx Guest named Preba 
?tv i-d.^^ When interviewed by Commission investigators, Mr Guest 
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denied that he received any more than A^26 000 plus a fee of 4 to 6 per 
cent from Accra Engineering and Technical Services Ltd. ° 

Shaw told the Commission that the difference between the amount due to 

Mr Guest from Accra Engineering & Technical Services Ltd and the amount 

of the above purchase plus fees may have been placed on deposit with 

Yorkville Nominees or paid to Mr Guest in cash from the safe of Nugan 

Hand Ltd at 55 Macquarie Street Sydney, mrs Road Investments purchased 

57 

these shares on 12 CX:tober 1978. The difference between the sum cue 
to Mr Guest from Nugan Eand Bank and the $26 000 paid to him by Mars Road 
Investments was 22 per cent which was, no doubt ^ the Nugan Hand Group's 
fee for the service and the tax scheme. 

8G.1.19 Example No. 19 - Victor Fischer 

MX Victor Fischer, an Air.erican, had money on deposit with Nugan Eand Bank 

overseas and, by means of a Yorkville contra, drew upon an equivalent 

amount in Australia in cash. On several occasions while in Australia 

Mr Fischer withdrew A^l 000 which was paid to him in cash from the safe 

at 55 Macquarie Street, Sydney. His deposit with Nugan Hand Bank was 

58 

reduced accordingly. 

8G.1.2G Example No. 20 - Douglas Gordon ^vhitlock 

Mr Douglas Gordon ^Nhitlcck deposited A$27 000 with Mars Road Invest.T.ents 
on 11 October 1978 through the Qantas Credit Onion. By means of a 
Yorkville contra an equivalent amount of money was used to fund an 
International Certificate of Deposit. On 27 October 1978 a cheqje 
for ASi2 000 payable to cash was drawn on Mars Road Investments and paid 
to vrnitlock. Mr v^hiclock's International Certificate of Deposit with 

n 60 

the Nucan Hand Bank was reduced accoramgly. 
8G.1.21 Example Nc. 21 - Ron B. Manners 

In this example money was placed on deposit with Nucan Hand Bank 
overseas, a Yorkville centra was then arranged, and the equivaler.- ar.ount 
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of inoney was made available in Australia. A tax scheme was then provided 
to the client in Australia. In this particular case the tax scheme was a 
back to back lean. [For an explanation of back to back loans see 9.9 to 
9.10] 

Mr Ron B. Manners dealt with the Nugan Hand Bank and Nucan Hand (Hong 
Kong) Ltd [see Part 4 Section 1] (hereafter referred to as Nugan Hand 
(Hong Kong)) overseas through three nominee companies named Abbacus Ltd, 
Santana Ltd and Diamarco Ltd. On 5 CX:tober 1977 Mr Manners arranged for 
US$88 112 to be deposited with Nugan Hand (Hong Kong) for Santana Ltd 
using the client number 77-60420-C. Ihis Yorkville contra was 
distinctive in that the deposit in Hong Kong was held as security for a 
back to back loan of A$80 000 from Yorkville Nominees in Australia. 
Yorkville Nominees paid the $80 000 to the trust account of Sly and 
Russell, solicitors, on behalf of Mankal Pty Ltd which was a conpany 
controlled and operated by Mr Manners in Australia. Mankal Pty Ltd 
later repaid this loan to Yorkville Nominees and the money held on 
deposit with Nugan Hand (Kong Kong) for Santana Ltd was then released. 
In other words the first Yorkville contra was followed by a second 
Yorkville contra which was the reverse of the first transaction. 

8G.1.22 Example No. 22 - Tour World International Pty Ltd 

At the tiir^e of its involvement with the Nugan Hand Group, Tour Vforld 
International Pty Ltd (hereafter referred to as 'Tour World') was a 
Melbourne based company operated by Mx David J. Moore, Mr Roderick J. 
Crawford and Mr Malcolm Sprague. By means of a Yorkville contra, a 
series of paymcents. together totalling A$72G OCO was then rade to the 
company in Australia and Tour World's offshore funds were correspondingly 
reduced. These payments disclosed an elaborate scher.e to disguise 
income in order to avoid taxation which operated as fellows; 



a. On. 25 July 1979 A$66 000 was paid by ^:ucan Hand Ltd to Nugan 

Hand International Holdings Pty Ltd ar.c A$6G 000 of that sum was 
then paid to Eagleview Finance Pty Ltd. Cn the preceding day, 




S40 000 (probably in cash) was used to purchase a bank cheque at 
the '^iru Bank, Haymarket payable to Eacieview Finance Pty Ltd. 
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The latter company corrbined the two sums and paid A^lOO 000 to 
Derwent Management and Promotions Pty Ltd.^'^ 

b. On 17 October 1979, Nugan Hand Ltd paid Tour World $100 000 but 
at the same time a round robin of cheques was used to offset 
this payment to Tour World in the accounts of Nugan Hand Ltd, 
Nugan Hand Ltd paid a cheque of A^lOO 000 to Nugan Hand 
International Holdings Pty Ltd which then paid that amount to 
Illarangi Investments which in turn paid that amount to 

Nugan Hand Ltd. The notation against the last stage of this 
round robin was 'contra against Tour World 17 September 1979'. 
The effect was that the so called advance from Illarangi 
Investments was offset against the payment to Tour World in the 
general ledger of Nugan Hand Ltd so extinguishing the two 
entries. 

c. On 25 September 1979, A$3G0 000 was paid by Nugan Hand Ltd to 
Nugan Hand International Holdings Pty Ltd and then paid to 
Messrs Moore and Crawford (two of the owners of Tour World) 
supposedly for shares in G.S.A. International, a conpany 
controlled by Messrs Moore and Crawford. This was intended to 
disguise the Tour World income as capital. 

d. On 29 October 1979, transaction (c) was repeated except that the 
amount involved was A^lOO 000 in two payments of A^O 000 
each.^^ 



e. On 15 January 1980 Nugan Hand Ltd paid A$120 000 to Der^'ent 
Management and Promotions Pty Ltd direct. ^"^ 



8G.2 Yorkville Contras in which Mucan Hand Bank assumec the liability of 
Nucan Hand Ltd 

8G.2.1 Exanrple No. 1 - Container Care Ltd - Margarco 

On 16 October 1975 Margarco sent a deposit of HK$500 000 to Nugan Hand 
Ltd in Sydney with Reserve Bank approval. The money was received in 
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Australia the following day as A$78 215.^^ Interest of A$3 735.50 was 
paid on this loan by Nugan Hand Ltd on 13 April 1976.^^ However, the 
money was not paid directly to Margarco; it was paid instead to aigan 
Hand (Kong Kong). In addition to this interest payir«nt, Nugan Band Ltd 
paid HK$22 500 to Margarco on 16 April 1976 with Reserve Bank 
approval. ''^ A year later, on 16 April 1977^-'- the principal and 
interest, that is, HK$550 000, was paid to Margarco by the Nugan Hand 
Bank (not Nugan Hand Ltd) . Biis payment was not approved by the Reserve 
Bank. 

8G.2.2 Example No. 2 -Peggy Ann Boyd Pracey 

On 3 DecaTi«r 1975 Nugan Hand Ltd in Sydney received a deposit of 
A^15 697.90 from Miss Peggy Ann Boyd Pracey in Bong Kong with Reserve 
Bank approval.''^ This was the equivalent of HK^lOO 000. ''^ Interest 
earned on the loan by Miss Pracey was added to the loan and included as 
principal the following year and the loan with Nugan Hand Ltd was 
extended for a further year. Approval was obtained for this extension 
fron the Reserve Bank. 

Miss Pracey sought to withdraw her deposit early and on 11 January 1977 
she received from Nugan Hand Bank half of the original princLpal 
invested, nan>>ely HK$50 000. The remainder of the principal, together 
with interest earned, was repaid by Nugan Hand Bank to Miss Pracey on 
19 Acril 1977. Thus a total of HK$112 280.90 was paid to I-Siss Pracey by 
Nugan Hand Bank."^^ The Reserve Bank was not advised that this loan had 
been repaid by the Nugan Hand Bank. In effect the Nugan Eanc Bank had 
azs-c-:z:c N-ucan Hand Ltd's liability to repay Iliss Pracey. 

vrrer. the lean was extended for a further term of 12 months Reserve Sank 
azcroval was obtained on 25 November 1976 subject to certain 
ccr.di-icr.s7^ One of these conditions was that the lean could net be 
whcllv cr partially repayable within six months. Nugan Hand ltd 
there'af-er continued to treat the loan in its books and records as though 
it were scill outstanding even though it had been repaid to Miss Pracey 
in Jar.-=rv and April 1977. On 15 December 1977 Nugan Hand Ltd sent 
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A$22 925.91 to Nugan Hand Bank (HK$119 902.50) which was the amount that 
would have been due to Miss Pracey had the loan continued for its full 
term, namely until 27 November 1977. ^"^ 

8G.2.3 Example No. 3 - Marlcw Enterprises Ltd 

On 14 July 1977 Nugan Hand Bank received US^IO 000 from Marlcw 

Enterprises Ltd which on 25 July 1977 was paid by the Bank to Nugan Hand 

Ltd. Nugan Hand Ltd received the Australia dollar equivalent on 27 July 
78 

1977 as A$8 863.67. No repayment of principal or interest was ever 
made by Nugan Hand Ltd. 

At the end of the two year term of the loan, on 13 July 1979, the 

Nugan Hand Bank assuir.ed NUgan Hand Ltd's liability in respect of this 

loan, in accordance with the client's wishes and issued an International 

79 

Certificate of Deposit. Cn 27 November 1979 approval was obtained 
from the Reserve Bank by Nugan Hand Ltd to pay US$11 750 to Marlow 
Enterprises Ltd. This purported to be the repayment of the principal 
plus interest on the loan to Marlow Enterprises Ltd. This request for 
approval was of course four months overdue but subsequently the money did 
not leave Australia and the money was never repaid. The Nugan Hand Bank 
treated the transaction in its records as though it were a Yorkville 
contra transaction. 

8G.2.4 Example No. 4 - Shue Shau Min 

Cn 20 May 1976 Shue Shau Min sent a deposit of US$100 000 direct to Nugan 
Hand Ltd. Nugan Hand Ltd received this money on 23 J-^ay 1976 as 
A$81 116.16. The deposit was for a term of six months. However it was 
never repaid by Nugan Hand Led. On 17 May 1977 Nugan Hand Bank paid Shue 
Shau Min US?110 250 representing principal and interest. This repayment 
was treated by Nugan Hand Bank as though it were a Ycrkville contra. 
There was no Reserve Bar.-: approval 'for this repavr.eni by the Nugan Hand 
Bank . 
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8G.2.5 Example No. 5 - Madam Ha Niat Yin 

On 13 July 1978 approval was obtained from the Reserve Bank for an inflow 
of A$200 000 from Madam Ha Niat Yin of Singapore to Nugan Hand Ltd in 

on 

Sydney. This money was received in Australia on the same day. 

Interest on the loan was added to the principal by Nugan Hand Ltd until 

27 April 1979 when approval was sought for A;^1G0 000 of this amount to be 

invested elsewhere in Australia outside the Nugan Hand Group. 

Subsequently, AilOO 000 was paid to a firm of solicitors, D.H. Dwyer and 

81 

Yeo in respect of a mortgage on some real estate. The balance of the 

loan plus interest remained with Nugan Hand Ltd, On 24 December 1979 

82 

When A$50 000 was repaid to the client in Singapore. Interest 
continued to be calculated by Nugan Hand Ltd on the balance of the loan. 
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On 25 March 1980 two amounts of money were paid by Nugan Hand Bank to 
Madam Ha Niat Yin and K.L. Lim. These air.ounts of money were DS$53 945 
and USi27 862.80 and totalled US$81 8G7.80. These two payir.ents by 
Nugan Hand Bank were charged in the books and records of Nugan Hand Bank 
to Nugan Hand Ltd as though they were paid on behalf of Nugan Hand Ltd. 

The amount repaid approximately equalled the balance owed by Nugan Hand 

. " . 83 
Ltd to Madam Ha Niat Ym. 

An approval was sought from the Reserve Bank for repayment of A$58 741 
plus interest by Nugan Hand Ltd to JAadam Ha Niat Yin. Approval was 
granted on 12 March 1980. In fact the money did not leave Australia. As 
explained above, Nugan Band Ltd's liability to the client was replaced by 
a liability to the Nugan Hand Bank. 

8G.2.6 Example No, 6 - Sun Hung Kai Finance Ltd 

Sun Hung Kai Finance Ltd (hereafter referred to as 'Sun Hung Kai') made 

two investments with Nugan Hand Ltz. Tne first loan was for KK$1 million 

on 2S July 1975 which Mucan Hand Lzz received on 15 Aucusc 1975 as 

A$153 904.45.^"^ The term of the lean was for six months, however it 

was rolled over twice. Tlie first repavT.enc of interest was due at the 

85 

end of the first six monthly term and was paid by Nugan Hand Ltd. 
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The second interest payment was not remitted by Nugan Hand Ltd from 

Australia, instead, Nuaan Hand (Hong Kong) paid HK^48 616.74 interest to 

86 

Sun Hung Kai on 14 August 1976. This money was not reiirbursed to 
Nugan Hand (Hong Kong) and was contrary to Reserve Bank approval which 
was granted to Nugan Hand Ltd, as opposed to any other company, to pay 
HK$49 150.68 in interest. Nevertheless Nugan Hand Ltd amended its 
internal books and records to record a repayment. 

On 17 August 1977 Sun Hung Kai made a second loan, this time in the 

amount of HKi2 million to Nugan Hand Ltd. Nugan Hand Ltd received 

87 

A$386 996.90 the following day. The loan was for a twelve month term 
and was twice extended but the principal was never repaid by Nugan Hand 
Ltd as Nugan Hand Ltd collapsed prior to the date on which the loan was 
due for repayment. The second interest payment on this loan which was 
due on the 17 August 1979 was not remitted by Nugan Hand Ltd but was paid 
by the Nugan Hand Bank.^^ 

8G.2.7 Example No, 7 - Ayala Finance (Kong Kong) Ltd 

Ayala Finance (Kong Kong) Ltd (hereafter referred to as 'Ayala Finance') 
provided three loans to Nugan Hand Ltd. The first loan involved no 
exchange control. The second and third loans however, like the Sun Hung 
Kai transactions referred to above, involved interest payments paid by 
the Nugan Hand Bank or Nugan Hand (Kong Kong) Ltd (hereafter known as 
•Nugan Hand (Kong Kong) » ) without Reserve Bank approval. 

In relation to the second loan, Ayala Finance deposited HK$2 million with 
Nugan Hand Ltd on 10 September 1975. It was received the following cay 
as AS307 692.30.^^ Interest on this loan was paid six monthly and the 
first four interest payrr.ents were remitted by Nugan Hand Ltd direct to 
Ayala Finance. However, from 10 September 1978 interest payments v.tiich 
were due were not repaid by Nugan Hand Ltd. Nugan Hand Bank repaid che 
interest on behalf of Nucan Hand Ltd on each occasion. These interest 
payments were made on 10 September 1978 for KK$125 445.21, on 10 March 
1979 for HK$142 109.59, on 10 JUne 1979 (from this date onwards interest 
was paid three monthly) for HK$114 657.53, on 12 Septeirber 1979 for 
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HK$123 698.82, on 10 December 1979 for US$26 496.03 and on 10 March 1980 
for HK$131 013.^^ No approval was obtained from the Reserve Bank for 
Nugan Hand Bank to remit these moneys on behalf of Nugan Hand Ltd. After 
23 March 1979 when approval was granted for an extension of the loan for 
three months, no approval was sought of the Reserve Bank to extend the 
loan for any further periods of time. There was no outflow of capital 
from Nugan Hand Ltd to repay the principal involved in this loan. 

A similar situation occurred with the third loan made by Ayala Finance to 

NUgan Hand Ltd. This loan was made on 6 March 1976 for HK$2 million and 

91* 

was received in Australia on 9 March 1976 as A$317 630.29. Bie first 
installment of interest on this loan was due on 6 September 1976 and was 
paid by Nugan Hand (Hong Kong) in the form of HK$88 698.63.^^ NUgan 
Hand Ltd did not reimburse Nugan Hand (Kong Kong) until 29 October 1976 
when ?4l5 203.74 was sent to Nugan Hand (Hong Kong) seven weeks after the 
interest had been paid. No Reserve Bank approval was sought for Nugan 
Hand (Hong Kong) to repay the money on behalf of Nugan Hand Ltd. 

8G.2.8 Example No. 8 - Dignified Trading Co Ltd 

On 26 October 1975 Dignified Trading Co. Ltd, in Hong Kong, advanced 
EK$200 000 to Nugan Hand Ltd in Sydney. The HK$200 000 was received 
by Nugan Hand Ltd on 31 October 1975 as A$31 147.80.^"^ Ihe term of the 
loan was six months, at the end of which, interest was due to be paid by 
Nugan Hand Ltd. However, no payr.ent was made by Nugan Hand Ltd nor was 
any Reserve Bank approval sought. 

The loan was extended for a terni of six months with Reserve Bank 

approval. However, prior to this approval, part of the lean from 

Dignified Trading Co Ltd was repaid by Nugan Hand (Hong Kong). These 

repayments bv Nugan Hand (Hcr.c Kcnc) were advanced on 10 March 1976 in 
1 Q5 

the amount of HKSIO 000^ and or. 25 March 1976 in the arount of 
Hr:i25 000.^^ 

A six monthly interest payment was due on 26 April 1976 which, following 
the reduction in the loan, neeced to be recalculated. However the 
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Australian records were not adjusted to reflect this reduction and no 
money was paid by Nugan Hand Ltd in Sydney to Nugan Hand (Kong Kong) by 
way of reiiTbursement. Nugan Hand Ltd continued to represent to the 
Reserve Bank that the loan remained outstanding in full at that time. In 
fact, the Reserve Bank authority for the loan, contained a condition that 
the loan was not to be repaid either wholly or partly in less than six 
months. No Reserve Bank approval was sought by Nugan Hand Ltd for Nugan 
Hand (Hong Kong) to make the payments on behalf of Nugan Band Ltd. 

8G.2.9 Example No. 9 - C.F.D. Stark 

During the course of 1975, 1976 and 1978 Captain and Mrs C.F.D. Stark, in 
Hong Kong made four loans to Nugan Hand Ltd in Sydney. Nugan Hand Ltd 
did not repay the final interest due on each of the loans. 

Ihe first loan was raised on 21 November 1975 for HK^lOO 000. This was 

97 

received by Nugan Hanc Ltd as A$15 635.83. Ihe second loan was 

advanced on 14 May 1976 for HK$100 000 and received by Nugan Hand Ltd as 
98 

A$lo 355.97. The third loan was advanced on 10 October 1978 for 

99 

HK$1 million and was received by Nugan Hand Ltd as P^lQl 016.75. The 
fourth loan was advanced on the same day for HK$1.9 million and received 
by Nugan Hand Ltd on the same day as A:^45 831.81."^^^ 

Each of the loans had a two year term. The first two loans were extended 
for a further two years. However on 28 Novonber 1978 all four loans were 
repaid to Captain and Mrs Stark by the Nugan Hand Bank. Cn the same day, 
Nucan Hand Ltd sought approval from the Reserve Bank to repay the loans 
on its own behalf. This approval was granted on 8 December 1978. Nugan 
Hand Ltd then reimbursed the Nugan Band Bank but did not include the last 
amount of ir.terest earned on each of the four leans, namely in respect of 
the first lean AS2 025.09, for the second loan A^l 277.36, for the third 
loan AS2 443.51 and for the fourth loan A$4 642.67 totalling 
A310 3c 5. 63. Accordingly, less than the amount approved by the Reserve 
Bank was sent by Mucan Hand Ltd to the Nugan Hand Bank and although the 
Reserve Bank had approved repayment to the clients, Nugan Hand Ltd sent 
the funds to the Nucan Hand Bank. 
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8G.2.10 Example No. 10 - Reberden Ltd 

Reterden Ltd in Hong Kong advanced three loans to Nugan Hand Ltd in 
Sydney. The first loan made on 25 November 1979 was for 

US$200 000. ■'•^"^ This was received in Australia by Nugan Hand Ltd on 

102 

3 December 1975. Interest on the loan was payable six monthly and 

the first three instalments were added to the principal. After this the 

six monthly instalments of interest were to be paid to Reterden Ltd. All 

interest and principal payments were in fact made by the Nugan Hand Bank 

with only partial reimbursement from Nugan Hand Ltd. The first interest 

payment was made on 10 December 1977 when the Nugan Hand Bank paid 

US$10 198.38 to Reterden Ltd."''°^ A further instalinent of interest of 

US$11 591.60 was paid six months later on 10 JUne 1978 by the Nugan Hand 

Bank.-'-^'^ Ihe Nugan Hand Bank was not reimbursed by NUgan Hand Ltd 

until 26 June 1978 when A$17 818.29 was sent to Nugan Hand Bank. No 

further amounts of interest or principal on this loan were made by Nugan 

Hand Ltd. The next instalment of interest of US$13 037.36 was paid by 

Nucan Hand Bank on 10 December 1978."^°^ Nugan Hand Bank repaid the 

107 

principal and interest, totalling US$245 874.79 on 10 June 1979. No 
Reserve Bank approval was obtained for Nugan Hand Bank to repay this 
money on behalf of Nugan Hand Ltd. 

The second loan was for US$575 000 and was advanced by Reterden Ltd on 

23 December 1975. This was received in Australia the following day by 

Nugan Hand Ltd as A$456 566.61.-^°^ The first two interest instaLmnts 

which were due on 23 December 1976 and 30 June 1977 were added to the 

principal of the loan. The next instaLment of interest due on 

30 December 1977 was paid by Nucan Hand Bank. This interest arounted to 

USS29 650. 91. The next instalment of interest, due on 30 June 1978, 

was paid on that date in the ar.cunt of US$34 520.22. Nugan Hand Ltd 

reimbursed Nugan Hand Bank for both of these interest payments in the 

arount of A$51 202.28 on 9 June 1978. The next instaLT^ent of 

interest amounting to US$39 313.10 was paid by Nugan Hand Bank on 

30 De^'=^mb^r 1^78. Nugan Hand Bank also repaid the principal of 

112 

US$661 709.09 and interest of US$34 520.22 on 3 July 1979. Nucan 
Hand Ltd did not reimburse Nucan Hand Bank in respect of these pavTr.ents 
mace on its behalf until 6 September 1979 when A$537 402.65 was senz to 
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Nugan Hand Bank by Nugan Hand Ltd.^^^ No Reserve Bank appcoval was 
obtained by Nugan Hand Ltd for Nugan Hand Bank to repay these amounts of 
interest and principal on behalf of Nugan Hand Ltd. 

The same situation existed in relation to the third loan which was 
advanced to Nugan Hand Ltd on 11 January 1976 in the anount of 
US$299 000. Nugan Hand Ltd received this money in Australia on the 
following day as A$237 169.82.-^^^ As was the case with the earlier 
loans the first two air^ounts of interest payable to Reterden Ltd were 
added to the principal, and the total amount of principal and interest 
was 'rolled over' for a further six ironths. On 11 July 1978 the next six 
monthly instalment of interest being US$18 898.45 was repaid to Reterden 
Ltd by Nugan Hand Bank.^^^ Nugan Hand Ltd had sent DS$17 759.99 to 
Nugan Hand Bank on 7 July 1978 to enable the Bank to meet these interest 
payments. ■'•■'•^ The remaining three instalments of interest, due six 
monthly, as well as the principal, were paid by the Nucan Hand Bank 
without reimbursement from Nugan Hand Ltd. Ihese instaL-T^ents of interest 
were due and paid by Nugan Hand Bank to Reterden Ltd by payments of 
US$21 420.61 on 11 January 1979,^^^ US$26 753 on 11 July 1979, and 
US$24 766.87 on 11 January 1980 while the principal of US$362 294.75 was 
repaid by Nugan Hand Bank on 11 January 1980. 

80,2.11 Example No. 11 - Overseas Trust Bank 

The Overseas Trust Bank in Hong Kong mace two loans to Nugan Hand Ltd in 
Sydney. The first loan was for HK$2 million and was advanced on 
10 Decerrier 1975. Approval from the Reserve Bank was obtained in respect 
of this loan. 

A second loan was advanced on 15 July 1975 for I-n'.$4 millicn^^^This was 
received by Nucan Hand Ltd on the same cay as AS84S 403.30. Ihe 
accroval obtained from the Reserve Bank was for a per ice of six and a 
hllf ronths. Tne records of Nugan Kane Ltd indicate that the loan '^s 
r-^id on 10 February 1977 in Hong Kong. No recavT.ent of either interest 
or' principal was made by Nugan Hand Ltd in Australia. In fact the Mucan 
Hand Ba-k ir^de all the interest payments due in respec- of the loan until 
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10 February 1979 when the Bank repaid the principal and final interest 
due to the Overseas Trust Bank. No approval was sought by Nugan Hand Ltd 
for the extension of this loan beycng the original six and a half month 
term. 
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Nugan Hand Ltd did not obtain approval for the repayment of the principal 
and interest in respect of thi 
paid by Nugan Hand Bank were:' 



and interest in respect of this loan by the Nugan Hand Bank. !Ihe amounts 

121a 



Date Amount 

10 February 1977 HK$ 195 616.44 

9 August 1977 HK$ 178 520.55 

10 February 1978 HK$ 166 356.16 

10 August 1978 HK$ 166 356.16 

10 February 1979 HK^ 191 561.64 

10 February 1979 HK:^4 000 000.00 

8G.2.12 Example No. 12 - B.N.S. International . r 

B.N.S. International in Kong Kong advanced two loans to Nugan Hand Ltd in 
Sydney. The first loan of USiSOO 000 was advanced on 22 January 1976. 
It was received on the sar.e day in Australia by Nugan Hand Ltd as 
A$396 636.52. No repayment of either interest or principal was made 
by Nugan Hand Ltd in resp-ect of this loan. The principal and sane 
interest payments were paid by Nugan Hand Bank and one instalment of 
interest was repaid by Nugan Hand (Hong Kong). No Reserve Bank approval 
was sought by Nugan Hand Ltd for NLican Hand (Hong Kong) or Nugan Hand 
Bank to make these pav-er.ts on behalf of Nugan Hand Ltd. Nugan Hand 
(Hong Kong) mace an interest payr.ent of US$20 854.17 on 22 July 1976. 
The Nugan Hand Bank repaid the final interest together with the 
principal, thai is USSSZl 953.32, on 24 January 1977.^*^" 

The second loan of US31 million was advanced by B.N.S. to Nugan Hand Ltc 
on 4 August 1977. The re-quisiie Reserve Bank approvals were obtained in 
rescect of this loan. 
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8G.2.13 Example No. 13 - Wardley Ltd 

On 24 August 1976 Wardley Ltd advanced HKi2.5 million to Nugan Hand Ltd 
which received A$406 844.57 the following day.''"^'^ Tne funds were 
advanced to Nugan Hand Ltd via Nugan Hand (Hong Kong). Ihe loan was 
obtained by Nugan Hand Ltd without first obtaining approval from the 
Reserve Bank. The first instalment of interest was paid out of an 
account in the name of Nugan EEand Ltd at the Wing On Bank in Hong Kong. 
The funds in this account were supplied by Nugan Hand Bank. No approval 
was sought from the Reserve Bank for this interest payment to be made off 
shore. Oi 31 August 1977 the next instalment of interest being 

A^17 761.96 was paid by NUgan Hand Ltd to Wardley Ltd without Reserve 

.» 125 
Bank approval. 

On 1 March 1978 a further six months interest amounting to A$16 653.39 

was paid by the Nugan Hand Bank to Wardley Ltd. On the same day Nugan 

Hand Ltd sent this amount to the Bank to reimburse it for the payment 

made on its behalf. No approval was sought or obtained by Nugan Hand Ltd 

126 

in respect of this payment. On 1 September 1978 Nugan Hand Bank 

127 

made a third interest payment of HK$96 113.02 to Wardley Ltd. On 

4 Septerrber 1978 Nugan Hand Ltd sent A^18 097.32 to Nugan Hand Bank to 

128 

reimburse it for the payment made on its behalf. 

129 ^ 

The principal and interest of HK$2 639 246.58 was repaid by Nugan 
Kane Bank on 14 March 1979. On the sarnie day Nugan Hand Ltd sent the 
amount of A$453 635.88 (HK$2 459 357.84) to Nugan Hand Bank.'''^^ Nucan 
Kane Ltd reimbursed Nugan Hand Bank only to the extent of the principal 
repaid on its behalf, HK$2 459 357.84, in fact Nucan Hand Ltd under paid 
Nugan Hand Bank to the extent of HK$179 888.74 (approximately A^30 000). 



Mo Reserve Bank approval was sought by ^:ugan Hand Ltd for Nugan Hand Bank 
to pay out the loan and the interest on behalf of ^^UGan Hand Ltd although 
it did cccain approval on 14 March 1979 for N'ugan Hand Ltd to repay the 
principal of the loan. 
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8G.2.14 Example No. 14 - Inter Alpha Asia (Hong Konc) Ltd 

Inter-Alpha Asia (Hong Kong) Ltd (hereafter known as 'Inter-Alpha Asia 
(Hong Kong)') loaned US$500 000 to Nugan Hand Ltd on 2 August 1977. This 
was received by Nugan Hand Ltd on the same day as A$445 15 6. 69. On 
2 February 1978 the loan was extended with Reserve Bank approval and 
another US$500 000 was advanced. Ihis was received by NUgan Hand Ltd on 
the same day as A$438 904.49.-^-^^ 

Reserve Bank approval for repayment of the principal by Nugan Hand Ltd 
was granted on 8 February 1979. Instead, Nugan Band Ltd sent 
US$1 million to the Nugan Hand Bank. This $1 million was actually used 
by Nugan Hand Bank to pay out the Overseas Trust Bank loan, referred to 
above, plus interest due on the Inter Alpha Asia loan. 

In addition one instaliTient of interest was met by Nugan Hand Bank on 
behalf of Nugan Hand Ltd without Reserve Bank approval as, in the records 
of Nugan Hand Ltd, the loan was shown as having been already repaid. 
This interest was paid on 2 August 1979 in the ainount of \^ 
US$62 847.22."^'^'^ The entry relating to the interest that was due on 
2 February 1980 has not been located amongst the bocks and records of the 
Nugan Hand Group. 

8G.2.15 Example No. 15 - fAadam Chew Hong Kiat (Grace Wee) 

Madam Chew Hong Kiat (also knc^/n as Grace Wee) had inoney on deposit with 
Nugan Hand Ltd in Australia in the name Grace Wee. Nugan Hand Ltd 
obtained approval from the Reserve Bank for A$25Q 000 to be remitted cut 
of Australia at the expiration of the term of the deposit. After ^'^^^^^^ 
approval was obtained the deposit was reinvested with Nugan Hand Ltd. 

Madam Kiat also had money on deposit with Nugan Hcnd Bank and in rsspec- 
of both of these deposits interest pav-ents were xace from coch Austiralia 
and Singapore. These payments were frequently intermingled and i- was 
therefore difficult to isolate the airount of interest which related tc 
the Nugan Hand 3ank deposit and the amount of interest which related zz 
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the deposit with Nugan Hand Ltd in Australia. However, an examination of 
the records of both companies revealed that approximately A$60 000 in 
interest was paid by Nugan Hand Bank in Singapore in relation to Madam 
Kiat's deposit with Nugan Hand Ltd."^^^ The money was still on deposit 
with Nugan Hand Ltd at the time of the Nugan Hand Group's collapse. 

No Reserve Bank approval was sought or obtained by Nugan Hand Ltd for the 
interest on the Nugan Hand Ltd deposit to be paid overseas by another 
company within the Nugan Hand Group. 

8G.2.16 Example No. 16 - Search Asia Ltd 

Search Asia Ltd in Hong Kong advanced two loans to Nugan Hand Ltd in 
Australia. Uie first occurred on 24 February 1978 when HK$1 million was 
received in Australia as A$189 035.92.^^^ Ihe second loan occurred on 
2 March 1978 when another HK$1 million was received in Australia as 
A$189 429. 81. ■'■^'^ • . . . 

Nugan Hand Bank repaid' all amounts of interest and both amounts of 
principal as and when they fell due. Nugan Kane Ltd later reimbursed 
Nugan Hand Bank for the first instaljnent of interest in_^respect of the 
first loan when A$ 8 142.3 2 was sent to Nugan Eanc Bank. The amount 
sent to Nugan Hand Bank was slightly in excess of the amount that Nugan 
Hand Bank had paid Search Asia Ltd, that is Nugan Hand Ltd slightly 
overcaid Nugan Hand Bank.^^^ Nugan Hand Ltd later reimbursed Nugan 
hand" Bank in respect of the payr.ents of interest and principal irade on 
its behalf; on 7 Noveirfcer 1979 the company sent AS419 186.08 to Nugan 
Hand Bank.-^"^" Nugan Hand Bank had paid out to Search Asia Ltd a total 
of E<^2 328 760.26 and the amount sent by Nugan Hand Ltd to Nugan Hand 
Bank aiTKDunted to KK$: 340 171.23. There was thus an over reimburse.Tent 
by Nugan Hand Ltd of HK$11 410.97 (approxima-.ely :-.22 000). 

I-.'o approvals were sought by Nugan Hand Ltd fcr Njc=n Hand Bank to irake 
the ca-/Tr.ent3 of interest and principal on behalf of Nugan Hand Ltd. No 
aocroval was sought by Nugan Kane Ltd for the ca^-ent3 to Hugan hand 
Bank, which were by way of reirburserr.ent of -he =-=r.k for paymenrs mace on 
behalf of Nugan Hand Ltd. 
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8G.3 Other Movement of Money across national borders without the 
approval of the Reserve Bank 

According to the records of the Reserve Bank''"'^"'" no approval was sought 
by Nugan Hand Ltd in respect of two amounts of money which were advanced 
to the company by Nugan Hand Bank in 1980. Ihe first of these loans was 
channelled to Nugan Hand Ltd through Nugan Hand Management Services Ltd. 

On 17 January 1980 Nugan Hand Bank sent US$250 000 to Nugan Hand 

Management Services Ltd.''"^^ Ihis money was sent to Nugan Hand Ltd on 
1^3 

22 January 1980. ' Nugan Hand Ltd received the money the following 
day as A$225 024.75. No approval was sought or obtained in respect of 
the advance by Nugan Hand Bank. The money was not repaid by N'ugan Hand 
Ltd. 

On 26 March 1980 US$55 480 (A$50 000) was sent by Nugan Hand Bank to 
Nugan Hand Ltd."*"^^ No Reserve Bank authority was obtained in respect 
of this transfer to Nugan Hand Ltd. The advance was made three weeks 
before the termination of the activities of the Nugan Hand Group of 
companies. Nugan Hand Ltd did not repay the money to the N^gan Hand Bank. 

8G.4 Overseas Bank Accounts of Nugan Hand Ltd 

145 

There was no evidence in the records of the Reserve Bank * to moicate 
that Nugan Kane Ltd had obtained approval to conduct transactions through 
overseas bank accounts. 

Nucan Hand Ltd Account with Wine On Bank (No. 14260-3) 

This bank account was funded by Nucan Hand Bank and was larceiy used to 
meet bank charges and cG~issions due to the Wing On Bank in respect of 
loans made to ::ucan Hand Lzz by overseas corporations and to ir^eet the 
charges levied by the Wir.c Cn Bank in respect of its guaran-ee of 
deposits senz to Nugan Hani led in Australia with Reserve Bank authority. 
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Nugan Hand Ltd Account with Chase Manhattan Bank (No, 68-72-16139-0) 

Documents obtained by the Commission indicated that this bank account 

existed, but it is not known whether any transactions were processed 

1^6 

through the account. 

Nugan Hand Ltd Account with First National City Bank (No. 00193771) 

Documents obtained by the Commission indicated that as at 18 DeceniDer 

147 

1975 this bank account had not been used by Nugan Hand Ltd. It is 
not known whether the bank account was closed or operated upon after this 
date. 

Nugan Hand Limited Account with F.A. Neubauer Bank 

Mr Pollard [profile 2.57] gave evidence to the Commission that Nugan Hand 

1^8 

Ltd had a bank account wich the F.A. Neubauer Bank. * It is not known 
whether any transactions were processed through this account. 

8G.5 Extensions of Loans not Approved by the Reserve Bank 

Approvals obtained by Nugan Hand Ltd from the Reserve Bank for overseas 
borrowings to be received by Nugan fend Ltd contained conditions, one of 
which was that a fresh approval be obtained from the Reserve Bank in the 
event that the loan was extended beyond the period approved. Nugan Hand 
Ltd often failed to apply for this approval to extend the term of the 
borrowing. 

8G.5.1 £xai?ple No. 1 - B.H. and C.S.C. Wonc 

Cti 26 July 1975 approval was given by the Reserve Bank for a lean to 
Nugan Hand Ltd from B.H. and C.S.C. Wong in Hong Kong. The amount of 
money involved in this loan was HK^lOO OGO. Approvals were sought and 
obtained for amendment of the term of this lean and the amount of 
principal involved with the effect that on the 22 December 1975 approval 
was cran-ec for one lean of ffiolBZ 3C0 for a period of twelve months. 
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However Nugan Hand Ltd did not pay out that loan precisely twelve nxDnths 

later. The loan was extended by B.K. & C.S.C. Wong for a further 

month. "^^^ No approval was sought by Nugan Hand Ltd to extend the loan 

for this extra month. The company treated the loan as though it had 

expired on its due date and repaid the principal and interest 

accordingly, although such payment was made one month after the original 

due date.-'-^^ Nugan Hand Bank paid the interest charges due in respect 

151 

of the additional month's deposit on behalf of Nugan Band Ltd. At 
the expiration of the extra month the funds were reinvested with the 
Nugan Hand Bank in accordance with the clients' wishes, 

8G.5.2 Example No. 2 - Ayala Finance (H.K) Ltd 

Ayala Finance (H.K.) Ltd advanced three loans to NQgan Hand Ltd. The 
second advance was extended without obtaining Reserve Bank approval. 

On 23 March 1979 aporoval was obtained from the Reserve Bank to extend a 

152 

loan of EK$3 million for a period of three months. After tne expiry 
of this term no further approvals were obtained or sought by Nugan Hand 
Ltd in respect of this loan. However the loan was still outstanding at 
the tLme of the collapse of Nugan Hand Ltd in April 1980. "''^'^ The 
principal and interest were subsequently repaid to the ccnpany by the 
Wing On Bank pursuant to the terms of its guarantee of Nucan Hand Ltd 
deposits. 

8G.5.3 Exar.ole No. 3 - Container-^Care Ltd (Marcarco) 

Cn 14 April 1976 Nugan Hand Ltd obtained Reserve Bank approval to extend 
a loan of HK$50G GOO from Container-Care Ltd (also knc^ as 'Marcarco') 
in Hone Kong for a period of six months . ''•^'^ However, the company had 
actually extended the period of its loan by twelve months. The loan was 
reraid by Nucan Hand Bank which received no reimbursement of funds from 
Nucan Hand Ltd.^^^ No approval from the Reserve Bank sought by 
Nucan Har.d Ltd in respect of the extra six month term. 
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8G.5.4 Exanple No, 4 - Overseas Trust Bank Ltd 

Nugan Hand Ltd in Sydney obtained approval on 12 July 1976 to borrow 
HK$4 million from Overseas Trust Bank Ltd in Hong Kong. The term of this 
loan was for six and a half months (200 days)."''^^ The maturity date 
was 10 February 1977. However the loan was repaid two years later, on 
10 February 1979, by Nugan Hand Bank, Funds were advanced by NUgan Hand 
Ltd to Nugan Hand Bank to enable the Bank to repay the loan. For this 
outflow of money to the Bank, Nugan Band Ltd used an approval obtained 
from the Reserve Bank in respect of a repayment to Inter-Alpha Asia (Hong 
Kong) (not the Overseas Trust Bank). No approval was sought from the 
Reserve Bank for the loan to be extended for the extra two year period. 

8G.5.5 Example No. 5 - Inter- Alpha Asia (Hong Kong) Ltd 

On 3 August 1978 Nugan Hand Ltd obtained Reserve Bank approval to extend 
a previous borrowing of US$1 million from Inter-Alpha Asia (Hong Kong) . 
On 9 February 1979 Nugan Hand Ltd paid US$1 million to Nugan Hand Bank 
using the Reserve Bank approval applicable to the repayment of 
Inter-AJpha Asia (Kong Kong). This money was used by Nugan Hand Bank to 
pay out interest on the loan from Inter-Alpha Asia (Hong Kong) and the 
principal owing to a different lender. Overseas Trust Bank Ltd. 

The term of the loan from Inter- Alpha Asia (Hong Kong) to Nugan Hand Ltd 
was extended to 9 February 1980. No approval was sought by Nugan Hand 
Ltd in respect of the extension of this loan. 

8G.5.6 Example No. 6 - Madam Chew Hone Kiat (Grace Wee) 

Nugan Hand Ltd borrowed A$250 000 from Madam Chew Kong Kiat (also known 
as Grace Wee) in January 1973 for a period of two years. At the 
expiration the loan, approval was obtained by Nugan Hand Ltd to remit 
A$25G 000 from Australia to Madam Kiat in Kong Konc.^"^' However Nucan 
Hand Ltd did not remit any funds to Madam Kiat before its collapse in 
April 1980. No approval was sought by Nugan Hand Ltd to extend the term 
of this loan past January 1980. 
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8G.5.7 Example Ito. 7 - Nugan Hand Management Services Ltd 

Approval was given by the Reserve Bank on 20 December 1979 for US$250 000 
to be advanced by Nugan Hand Management Services Ltd (Singapore) to 
Nugan Hand Ltd for a period of three months. Ibis money was never 
returned by Nugan Hand Ltd to Nugan Hand Management Services Ltd. No 
approval was sought for the extension of the loan beyond the original 
ninety day term. 

;^proval was also granted by the Reserve Bank on 13 July 1979 for Nugan 
Hand Management Services Ltd (SingarxDre) to advance US$1 350 000 to Nugan 
Hand International Holdings -Pty Ltd in Sydney. "^^^ The term of this 
loan was twenty days. The loan was partly repaid on 2 October 1979 when 
NUgan Hand International Holdings Pty Ltd sent US$562 800 to NUgan Hand 
Management Services Limited. The remainder of the loan was not repaid. 
No approval was sought from the Reserve Bank to extend any portion of 
this loan past the original twenty day term. 

Approval was obtained from the Reserve Bank on 23 October 1979 for 
Nugan Hand Management Services Ltd to advance US$1 million to Australia. 
The term of this loan was two months. ""'^^ This loan was not repaid by 
any of the Australian companies to Nljgan Hand Management Services Ltd. 
No approval was obtained from the Reserve Bank to extend this loan beycnd 
December 1979. 

8G.5.8 Example No. 8 - Nuaan Eand Sank 

teproval was obtained from the Reserve Bank on 2 February 1979 for 
Nucan Hand Bank to advance US$200 000 to Nugan Hand Ltd for a term of 
fourteen days."'-^'^ However the lean was not repaid for almost six 
months. ■'•^^ No approval was obtained to extend this loan beycnd the 
period first approved. 

8G.5.9 Examole No. 9 - Baia Do Oriente Limitada 
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Cn 14 July 1977 approval was obtained from the Reserve Bank for Baia Do 
Oriente Limitada, Macau to send USS90 000 to Nucan Eand Ltd in 
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Sydney. """^^ This loan was approved for six months and with approval was 
extended for two further periods of six months. The ultimate maturity 
date of the loan was 18 January 1979.-^^^ However the loan was never 
repaid by Nucan Hand Ltd and no Reserve Bank approval was sought for the 
loan to be further extended beyond the initial periods referred to above. 



8G.5.10 ExaTiple No. 10 - Shue Shau Min 

Cn 24 May 1976 approval was obtained from the Reserve Bank for Nugan Hand 
Ltd, Sydney, to borrow US$100 000 from Mr Shue Shau Min in Hong Kong for a 
period of six months. However no repayment was made by Nugan Hand Ltd. 
The loan was in fact repaid by the Nugan Hand Bank after the expiration 
of twelve m.onths.-'-^'* No Reserve Bank approval was sought or obtained 
for the six month extension of the original loan. 

8G.5.11 Exarple No. 11 ~ Dong Xaoi Ltd 

. • li Pi^e. ./u 

On 30 November 1976, the Reserve Bank granted approval for Dong Xaoi Ltd, | . 
in Kong Kong to advance A^ISO 000 to SKAH Pty Ltd [profile 2.102] in 
Sydney for a period of three years. The loan was never repaid to Dong 
Xaoi Ltd. No approval was obtained to extend the loan beyond its three 
year term. 

8G.6 Transactions for which Reserve Bank approval was misused - Lender 
falsified 

Nugan Hand Ltd sought and obtained Reserve Bank approval to obtain money 
from three organisations. The money was not in fact obtained from those 
organisarions but from Nugan Hand Bank or Nugan Hand (Hong Kong) Ltd. 

8G.6.1 Z:o~le No. 1 - Baia do Oriente Limitada 



Nucan Har.c lie and Yorkville Nominees Pty Ltd (hereafter referred to as 
'Yorkville Ncr.inees') obtained Reserve Bank approval to borrow four 
air.ouncs frcir. Baia do Oriente Limitada (hereafter referred to as 'Haia do 
Criente'), a company incorporated in Macau. Contrary no the terns of e.e 
approvals, the source of the funds advanced was the Nucan Hand Bank. Tne 
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airount advanced to Nugan Hand Ltd was US^90 000 and the three ainounts 
advanced to Yorkville Nominees were US$90 000, US$90 000 and US$50 000. 
In all cases the funds were derived from deposits obtained by the 
Nugan Hand Bank from overseas depositors. No money was ever advanced at 
any time by Baia do Oriente to Nugan Hand Bank. Ihree of the four 
amounts borrowed were repaid to Nugan f^nd Bank. 

The Nugan Hand Bank treated all the loans in its records as though they 
were Yorkville contra transactions. This treatment appears to have been 
adopted as a matter of expediency rather than as a result of the nature 
of the transaction. The Nugan I^nd Bank was unable to offset this money 
against any deposits received because Baia do Orieite did not pay any 
money to the Nugan Hand Bank. 

The first loan (A$80 056.93) was received by Nugan Hand Ltd on 18 July 
1977.'''^^ Nugan Hand Ltd did not repay this loan and a journal entry 
was effected in the records of Nugan Hand Ltd to inake it appear as though 
the loan had been transferred to Yorkville Nominees Pty Ltd. This had 
the effect of reducing the indebtedness of Yorkville Nominees to Nucan 
Hand Ltd. Reserve Bank approval was obtained for this loan on 14 July 
1977 on the false basis that the lender was Baia do Oriente. Ihe 
fraudulent application to the Reserve Bank was caroounded when the loan 
was extended for two further terms of six months, teprovals which nained 
Baia do Oriente as the lender of the funds were obtained for these 
extensions on 11 January 1978 and 19 July 1978. 

Reserve Bank approvals were obtained for three loans to Yorkville 
Nominees on 3 August 1977, 12 August 1977 and 24 August 1977 
respectively, again on the false basis that the lender was Baia do 
Oriente. The first amount (US$90 000) was received by Nugan Hand Ltd on 
15 August 1977 as I^^31 477.46.-^^^ On 17 i^Jicust 1977 Nucan Hand Ltd 
paid the money to Yorkville Nominees. "'"^^ On 16 March 1978 N'ucan Hand 
Ltd paid money to Yorkville Nominees to allow Yorkville Mcminees to repay 
the loan plus interest. The amount repaid was AS38 105.73."''^^ This 
money was used in the second capital injection of Nucan Hand Ltd. [see 
the reconstruction of Nugan Hand Ltd's financial staterr.ents contained in 
Part 5 of this Report] 
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The other two loans of US$90 000 and US^50 000 advanced to Yorkville 

Nominees purportedly by Baia do Oriente were received on 25 August 1977 

169 

by Yorkville Nominees as A$126 433.66. This money was also used for 
the second capital injection of Nugan Hand Ltd [see paragraphs ... of 
this report]. Yorkville Nominees repaid these two loans on 3 March 1978 
when it sent A$121 379.40 to Nugan Hand Bank."'"''^^ Ihe money to repay 
the loans was provided to Yorkville Nominees by Nugan Hand Ltd."^^^ Die 
repayments of the three loans to Nugan Hand Bank were treated in the 
records of Nugan Hand Bank as though the funds were on deposit from Baia 

do Oriente. These funds were still shown to be on deposit with the Bank 

• 172 
at the time of the collapse of the Nugan Hand Group. 

8G.6.2 Example No. 2 - Nugan Hand Management Services Ltd 

This company was used as a conduit for funds being sent from Nugan Hand 
Bank to Nugan Hand Ltd. Most of the Reserve Bank approvals obtained were 
for the transfer of funds from Nugan Hand Management Services Ltd 
(hereafter referred to as 'Nugan Hand Management Services') in Singapore 
to Nugan Hand International Holdings Pty Ltd [profile 2.96] in 
Australia. In all cases the source of the funds transferred was from 
Nugan Hand Bank and the ultimate recipient was Nugan Hand Ltd. 

On 15 December 1979 Nugan Hand Bank sent $250 000 to Nugan Hand 

173 

Management Services. On 17 December 1979 Nugan Hand Management 

17 ^ 

Services sent US$250 000 to Australia. * On 20 December 1979 NUcan 
Hand Ltd received A$225 958.06 being the Australian equivalent of the 
USS250 000."^*^^ Nugan Hand Ltd treated the transaction in its records 
as though it was a loan from Nugan Hand International Holdings Pty Ltd. 
It was so shown on the client ledger card for that company in the records 
of Nugan Hand Ltd."^"^^ 

On 13 July 1979 a second loan of US$1 350 000 from Nugan Hand Management 
Services in Singapore to Nugan Hand International Holdings Pty Ltd in 
Australia was approved by the Reserve Sank. Nugan Hand Management 
Services was again used as a conduit for rroney to be sent from Nugan Hand 
Bank to Nucan Hand Ltd in Australia. 
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On 10 July 1979 US$250 000 was sent from Nugan Hand Bank to Nugan Hand 

Management Services in Singapore"'' "^"^ and on 11 July 1979 US$1 100 598.42 

178 

was sent by the Bank to Nugan Band Management Services. The source 

of these moneys was funds on deposit with the Bank. On the same day 

US$1 350 000 was sent by Nugan Hand Management Services to Nugan Hand 
179 

Ltd. Nugan Hand Ltd received this money on 12 July 1979 as 
180 

A$l 198 508.52. In this instance/ the funds did not go first to 
Nugan Hand International Holdings Pty Ltd but direct to Nugan Hand Ltd. 

On 2 October 1979 Ai500 000 (US$562 800) was repaid to Nugan Hand 

Management Services by Nugan Hand International Holdings Pty Ltd 

reducing the loan to US$787 200. Nugan Hand Ltd provided the funds for 
182 

this remittance. On 4 October 1979 Nugan Hand Management Services 

183 

sent US$562 800 to the Nugan Hand Bank. 

Nugan Hand Managemient Services was again used as a conduit for the 

transfer of funds from Nugan Hand Bank to Nugan Band Ltd in November 

1979. On 23 October 1979 the Reserve Bank gave approval for US$1 million 

to be advanced to. Nugan Hand International Holdings Pty Ltd in Australia 

by Nugan Hand Management Services. Once again the source of the funds 

transferred was the Nugan Hand Bank and the recipient was Nugan Hand 

Ltd. On 1 November 1979 Nugan Hand Bank sent US$500 000 (A$455 331.94) 

to Nugan Hand Management Services which was then sent to Nugan Hand 

International Holdings Pty Ltd in Australia. These funds were then paid 
184 

to Nugan Kane Ltd. * The following day Nugan Hand Bank sent a further 
US$250 000 to Nugan Hand Management Services which was then sent to Nucan 
Hand International Holdings Pty Ltd. It was received as 
A$227 086. 93"^^^ and paid to Nugan Hand Ltd."*"^^ 

The Nucan Hand Hank also sent some of the funds covered by this approval 
direct to Nugan Hand Ltd. This occurred on 1 and 2 November 1979 and 
both payiriencs were of US$10G GCO. These two payments brought the total 
funds transferred to Nucan Hand Ltd pursuant to the Reserve Bank approval 
of 23 Cccccer 1979 to US31 million. In all cases, Nugan Hand Bank 

treated the funds transferred in its records as though they had been paid 

... 187 

to Nucan Hand Management Services m Singapore. 
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On 1 November 1979, Nugan Hand Ltd received a further A^232 673.39 from 

the Nucan Hand Bank which together with the other receipts totalled more 

than the US$1 million for which approval had been obtained from the 

Reserve Bank. This final amount was, according to corrmentary against a 

journal entry in the books of the Nugan Hand Bank, from clients of the 

Bank in the Middle East. The Reserve Bank objected to this exceeding of 

the approval and consequently on 23 November 1979 Nugan Hand Ltd sought 

188 

approval to return the funds. The application for approval stated 

that the recipient of the funds was to be the Swiss Banking Corporation 
189 

in Singapore. Approval was granted on that basis, but on 7 December 

1979,"''^° Nugan Hand Ltd sent HK$1 251 267.49 to the account of Nugan 

191 

Hand Bank at the Wing On Bank m Hong Kong. 



8G.6.3 Example No. 3 - Chase Manhattan Asia Ltd 

On 16 March 1979 Nugan Hand Ltd, Sydney obtained approval from the 
Reserve Bank to borrow HK$2 500 000 for a period of six months from Chase 
Manhattan Asia Ltd, Hong Kong (hereafter referred to as 'Chase 
Manhattan'). The application to the Reserve Bank was made by Nugan Hand 
Ltd although it was the intention of Chase Manhattan to invest its funds 
with Nugan Hand (Hong Kong), not with Nugan Hand Ltd. Accordingly, the 
application should more properly have been made in the name of Nugan Hand 
(Ecnc Kong). The details of this transaction are as follows. 

On 23 November 1978 Chase Manhattan offered a HK$5 million line of credit 

192 

(s-ar.c bv facility) to Nugan Hand (Hong Kong). On 14 March 1979 one 

193 

half of this facility was drawn upon by Nugan Hand (Kong Kong). On 
the fcllcwing day Nugan Hand (Hone Kong) transferred this money to Nugan 
Hand Ltd but treated the transaction in its records as a deposit with 
Nucar. Hand Bank." 



Nucar. Hand Ltd then used the HK$2.5 million received to repay a lean of 

HKS1.5 million that was due to Wardley Ltd. The principal and interest 

on the loan with Chase Manhattan was repaid by Nucan Hand Bank on 

195 

13 Sec-eirher 1979 as HKS2 668 237.67. Nucan Hand Ltd did not 
rei.T::jrse Nucan Hand Bank until 29 November 1979 when A3485 935.57 
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was paid to Nugan Hand Bank by Nugan Hand Ltd and used by Nugan Hand Bank 

197 

to pay out clients' deposits. 



Nugan Hand (Hong Kong) treated the funds received from Chase Manhattan on 

14 March 1979 as though they were a deposit accepted from a client and 

198 

allocated Chase Manhattan a client number, 60440-C. The doonnents 
before the Commission suggest that the stand by facility was drawn upon 
by Nugan Hand (Kong Kong) solely for the purpose of enabling Nlican Hand 
Ltd to meet its commitment to Wardley Ltd. 

8G.7 Transactions for which Reserve Bank Approval was Misused - 
Recipient Falsified 

8G.7.1 Example No. 1 - Inter-Alpha Asia (Hong Kong) Ltd 

Mention has already been made of a loan of US$1 million to Nugan Hand Ltd 
from Inter-Alpha Asia (Hong Kong); although the loan was to extended 
Nugan Hand Ltd paid the money to the Nugan Hand Bank and recorded the 
loan as having been repaid. 

Nugan Hand Bank used the money to pay interest that was due on the loan 
to Inter-Alpha A^ia (Hong Kong) and to pay principal and interest that 
was due on the expiration of the term of the loan by Overseas Trust Bank 
referred to above. 

On 15 July 1976 Nugan Hand Ltd received a loan of Ai648 403.30 
(HKS4 million) frcn the Overseas Trust Bank. Nugan Hand Ltd did not make 
any payments of eiiher interest or principal to Overseas Trust Bank in 
resi^ect of this Icar.. All payments were made by Nugan Hand Bank. Four 
instaLT:ents of inter esi were paid by Nugan Hand Bank, and the final 
principal and inceres- cue was repaid by Nugan Hand Bank on 10 February 
1979 when US?o74 S99.34 was senc to the Overseas Truse Bank."''^' 

On 10 February 19''9 ::ucan Hand Ltd sent US$1 million to Nugan Hand Eank 
by wav of reiai^urse-er.- for the ar.ounts paid to the Overseas Trus: Bank 
on its behalf. Tnis 'JSSl mdllicn was treated in the records of ::ucan 
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Hand Ltd as though it was a repayrr.ent to Inter-Alpha Asia (Kong Kong). 
Interest of US$54 944,44 was paid by Nucan Kand Bank to Inter-Alpha Asia 
(Hong Kong) on behalf of Nugan Hand Ltd on 2 February 1979.^°^ 

The repayment to the Overseas Trust Bank by Nugan Hand Bank and the 
payment of interest to Inter-Alpha Asia (Hong Kong) were both treated by 
Nugan Hand Bank as an inter-company debt due by Nugan Hand Ltd. This 
inter-company debt due by Nugan Hand Ltd was covered by the US$1 million 
sent by Nugan Hand Ltd on 10 February 1979. 

The details of the Inter- Alpha Asia (Kong Kong) loan to Nugan Hand Ltd 

are as follows. On 2 August 1977 US$500 000 was advanced to Nugan Hand 

Ltd by Inter-Alpha Asia (Hong Kong). This was increased the following 

year by a further US$500 000. According to the records of Inter-Alpha 

Asia (Hong Kong), this loan was still outstanding at the time of the 

201 

collapse of Nugan Hand Ltd. 

Correspondence between Inter-Alpha Asia (Kong Kong) and Nugan Hand Ltd 
dated 1 February 1979 clearly indicated that the loan was to be extended 
for a further term by Nugan Hand Ltd.^°^ However, Nugan Hand Ltd's 
records show that the loan was repaid on 9 February 1979 when 
A$380 669.31 (US$1 million) was sent to the Nugan Hand Bank. The Reserve 
Bank was not advised of any further extensions after this date by 
Inter-Alpha Asia (Hong Kong). The records of the Nugan Hand Bank 
indicate that interest payments that were due on the loan to Inter-Alpha 
A^ia (Hong Kong) were met by Nugan Hand Bank and charged to the 
inter-ccmipany account of Nugan Hand Ltd. 

The approval to repay the Incer-.\lpha Ajsia (Hong Kong) loan was granted 
on 8 February 1979^^"^ to Nugan Hand Ltd in response to a request dated 
7 February 1979.*^°^ However, Nugan Hand Led had used this approval one 
vear earlier than the loan was due to be repaid. Nugan Hand Ltd had used 
this authority solely for the purpose of providing funds to the 
Nucan Hand Bank to enable the Nugan Hand Bank to meet the cc.TmitT.ent of 
Nucan Hand Ltd to Overseas Trust: Bank. 
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,7.2 Example No. 2 - Dignified Trading Co Ltd 



On 31 October 1975 Nugan Hand Ltd borrov^ed A$31 147.80 for 6 months from 
Dignified Trading Co Ltd with Reserve Bank approval.^ Advances were 
made by Nugan Hand (Hong Kong) against this loan to Dignified Trading Co 
Ltd. The Reserve Bank approval prohibited early reductions of the 
loan.^°'' The amounts of the advances made by Nugan Hand (Kong Kong) 
were HK$10 000 on 10 March 1976 and HK$25 000 on 25 March 1976. 

The loan was subsequently extended with Reserve Bank approval for a 

. , 208 
further 6 months on 28 April iy/t». 

Nugan Hand Ltd ignored the fact that these advances had been made by 
Nugan Hand (Hong Kong) against the loan and continued to calculate 
interest on the loan in accordance with Reserve Bank approval. 
Accordingly, when Nugan Hand Ltd repaid the loan to Nugan Hand (Hong 
Kong) it repaid HK$208 500 instead of the HK$18G 562 that was 
outstanding. However, the loan from the Dignified Trading Co. Ltd was 
not repaid by Nugan Hand (Hong Kong). Instead, the liability for the 
loan was taken up by Nugan Hand Bank, in other words, Dignified Trading 
Co. Ltd extended the loan as a deposit with Nugan Hand Bank and was paid 
out by Nugan Hand Bank on 26 May 1977. 

In suar.ary. Dignified Tracing Co. Ltd paid Nugan Hand Ltd which in turn 
paid Nucan Hand (Kong Kcr.c) . Apart from the HK$35 000 advanced by Nugan 
Hand (Honc Kong) to Dignified Trading Co. Ltd the rest of the loan was 
repaid to Dignified Trading Ltd by Nugan Hand Bank, not by Nugan Hand 
(Hong Kcnc) . 

8G.8 Transactions for which Reserve Bank Acoroval was Misused - Interest 
Races Falsified 

interest rates quoted in applications to the Reserve Sank for approval 
were of -en less 'than the interest rates in fact paid to the overseas 
partv. In all cases where this occurred the extra interest was not paid 
by Nucan Hand Ltd but was met by either Nugan Hand (Kong Kong) or the 
Nugan'nand Bank. Some instances where this occurred are cited below. 
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8G.8.1 Exairple No. 1 - Sun Kung Kai Finance Company Ltd 

Nucan Hand Ltd obtained two advances from Sun Hung Kai Finance Coqpany 
Ltd. The second of these two advances (HK$2 million) was received by 
Nugan Hand Ltd on 18 August 1977. The rate of interest that was quoted 
by Nugan Hand Ltd on its application to the Reserve Bank for approval for 
the loan was 8.25 per cent. One year later when the borrowing was 
extended, the interest rate quoted by Nugan Hand Ltd in its application 
was increased to 9.5 per cent. This rate was also quoted in a further 
application for approval on 29. August 1979. 

Although, the interest rate for this loan commenced at 8.25 per cent it 
was actually tied to a margin of 3.5 per cent above the Hong Kong and 
Shanghai Bank's best lending rate which at that time was 4.75 per cent 
per annum. This best lending rate increased during the term of the loan 
and Nugan Hand Ltd thus incurred a liability to repay a greater amount of 
interest. 

Cn 1 May 1978 the Hong Kong and Shanghai Bank's best lending rate was 

increased to 5.5 per cent. Therefore the effective interest rate on the 

loan frcm 1 May 1978 was 9 per cent. The application to the Reserve Bank 

was not adjusted for this increase in interest rate. Neither was the 

liability taken up by Nugan Hand Ltd when calculating interest due on the 

loan. Nucan Hand Bank made the interest payments due to Sun Hung Kai and 

was either not reimbursed by Nugan Hand Ltd or was reLmbursed less than 

the correc- amount. For exar.ple, the interest that was due to Sun Hung 

210 

Kai on 17 August 1978 was paid by Nucan Hand Bank as HK$170 287.67, 
but Nucan Hand Ltd only reiriursed Nucan Hand Bank to the extent of 
KK^165 00 G.^-'- 

Frcr. July 1973 the Hong Kor.g and Shanghai Bank's best lending race 
increased by a further 0.5 =er cent. This was also ignored by Nucan Hand 
Ltd even -hcugh Nugan Hand Bank incurred the liability for that extra 
0.5 per car.z when repaying the interest to Sun fiung Kai on behalf of 
Nucan Hand Ltd.^^^ When the lean was extended by Nugan Hand Ltd, 
approval was sought from the Reserve Bank quoting an interest rate of 
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9.5 per cent. However, the Kong Kong and Shanghai Bank's best lending 
rate continued to rise and during the period 17 August 1973 to 17 August 
1979 the interest due on the loan by Nugan Hand Ltd ranged from 9.5 per 
cent to 16.5 per cent per annum. 

The Hong Kong and Shanghai Banking Corporation's prime rate moved as 
follows : 

17 July 1978 6 per cent 

30 October 1978 7.25 per cent 

9 November 1978 8.75 per cent 
2 January 1979 9.5 per cent 

19 February 1979 10.5 per cent 

20 March 1979 11 per cent 

10 April 1979 11.5 per cent 
20 April 1979 13 per cent 

213 

14 August 1979 13 per cent. 

Although the loan had become quite expensive, the original arrangement in 
respect of the interest rate continued with Sun Hung Kai when the loan 
was extended in August 1979. However, the application to the Reserve 
Bank stated that the interest on the loan was 9.5 per cent. After this 
extension of the loan the interest rate continued to clirb. The Hong 
Kong and Shanghai Bank's prime rate rose from 13 per cent to 14.5 per 
cent on 21 August 1979 and by 11 March 1980 had reached 16 per cent. 
Nugan Hand Ltd was therefore incurring an interest rate liability of 
19.5 per cent in respect of this loan, 10 per cent more than the approved 
rate. 

8G.8.2 Exar.ple No. 2 - Avala Finance (H.K.) Ltd 

Cn 11 Septerrier 1975 Reserve Bank approval v;as obtained for a borrowing 
by Nucan Hand Led from Ayala Finance of HK32 million at 9.25 per cent. 
This borrowing was extended with approval cn 24 March 1576 a- a rate of 
10 per cent and was again extended with approval on 11 Xarch 1977 at a 
rate of 9 cer cent. Three days later approval was granted co acd in a 
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further HK$1 million at the sa-T.e rate. The HK$3 million was extended 
with Reserve Bank approval on 23 March 1979, also at a rate of 9 per cent. 

Again the interest rate on the loan was tied to the best lending rate of 

the Kong Kong and Shanghai Banking Corporation, with Nugan Hand Ltd 

liable to pay 3.5 per cent above the best rate referred to in the 
214 

previous -example. 

This rate of 3.5 per cent above the best rate was incurred by Nugan Hand 
Ltd from 11 March 1977, until the collapse of Nugan Hand Group. Nugan 
Hand Bank in fact paid the interest due on this loan and after 8 March 
1978 was not reimbursed. 

8G.8.3 Example No. 3 - Reterden Ltd 

Approval was obtained from the Reserve Bank on 3 December 1975 for Nugan 
Hand Ltd to obtain an ov-rseas borrowing of US$200 000 from Reterden Ltd 
at a rate of 9.25 per cent. This loan was extended on the same terms 
with approval from the Reserve Bank on 27 May 1976. 

A further extension occurred on 8 Decerrher 1976, however, the Reserve 
Bank was not infonr.ed that Nugan Hand Ltd had in fact agreed with 
Reterden Ltd to pay 2.5 per cent above the LIBGl (London Inter-Bank 
Offered Rate) rate of 6.25 per cent. This made the rate of interest 
8.75 per cent.^"'-^ When this lean was extended again approval was 
Obtained on 29 June 1977 to pay a rate of 8.75 per cent. Ihe official 
LIBOR rate became 7.5 per cent. Therefore Nugan Hand Ltd was liable to 
pay 10 per cent interest on this loan, even thcugh the Reser/e Ba.nk had 
been notified that the lean was attracting an interest rate of only 
8.75 per cent.^'^ By the ti-.e the interest payment that was due on 
11 Deceri^er 1978 was irade by Nugan Hand 3ank on behalf of Nugan Hand Ltd, 
the interest rate on the lean had increased to 11.25 per cent. 

on 23 Decerrber 1975 the Reserve Hank approved a seccnc loan (US?575 000) 
from Reterden Ltd to Nugan Hand Lzc. Tnis loan was eMcended on two 
occasions. Approval was granted en 29 June 1977 for the investinent 
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(including some previous interest) to be US$661 709. The approval was 

granted at an interest rate of 8.75 per cent. However, in a letter from 

'^17 

Mr Collings [profile 2.15] to Reterden Ltd^ the interest rate was 
stated to be 10.319 per cent, that is 2.5 per cent above the LIBO^ rate, 
which was then 7.819 per cent. 

The third loan advanced with Reserve Bank approval to Nugan Hand Ltd by 

Reterden Limited was for US$299 000 on 12 January 1976. The interest 

rate quoted to the Reserve Bank was 10.25 per cent, however, in a letter 

218 

from Reterden Ltd to Nugan Hand Ltd the interest rate was quoted as 

10.1 per cent. The extension of this loan (together with accrued 

interest) received Reserve Bank approval on 6 January 1977. The new 

interest rate quoted to the Reserve Bank was 10.83 per cent, however, a 

Nugan Hand Ltd letter to Reterden Limited showed that the interest rate 
219 

was 9.75 per cent. 

8G.8.4 Examp l e No. 4 - Wardley Limited 

Wardley Limited invested HK$2.5 million with Nugan Hand Ltd with Reserve 
Bank approval on 23 August 1976. An interest rate was quoted of 
7.25 per cent, however, the actual interest arrangements with Wardley 
Limited were that the loan was to be at 2.25 per cent above the Kong Kong 
and Shanghai Banking Company's best lending rate. At 1 March 1977 the 
best lending rate was 5.5 per cent, therefore the loan at that time 
attracted interest of 7.75 per cent per annum. As the Hong Kong and 
Shanghai Bank's best lending rate fluctuated during the term of the loan 

so did the arrancements for the repaw.ent of the interest on the loan to 

. . , 220 
Wardley Limitec. 

An application for extension of this loan at the new interest rate of 
7.75 per cent was rejected by the Reserve Bank which staged in a letter 
to Nugan Hand Ltd dated 7 March 1977'^*^"^ that it was ur.able to crane 
recrospective authorities. Kov;ever, the Reserve Bank also informed Nugan 
Hand Ltd in this letter that they did not propose to take any action in 
respect of the omission. 
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The Hong Kong and Shanghai Bank's best lending rate fluctuated during the 

term of this loan from 5.5 per cent dropping to 4.75 per cent from 

222 

1 April 1977 , rising again by May 1978 to 5.5 per cent and 

222 

increasing to 6 per cent by 17 July 1978. 

The rate had increased to 7.25 per cent by 31 October 1978^^"**, 8.75 per 
cent on 9 November 1978,^^^ 9.5 per cent by 2 January 1979^^^, and 
10.5 per cent by 19 February 1979.^^^ In an application by Nugan Hand 
Ltd to the Reserve Bank for an extension of the loan it was claimed that 

the interest rate as at March 1979 was to be 7.75 per cent per 

228 

annum, when in fact the interest rate that was due on the loan at 

229 

that time was 12.75 per cent. 

8G.8.5 Example No. 5 - Inter-Alpha Asia (Hong Kong) Ltd 

The arrangement with Inter-Alpha Asia (Hong Kong) for the borrowing by 

Nugar Hrnd Ltd was that the interest rate would be 1.5 per cent abov'=^ 
230 

LIBOR. ^ The rate quoted by Nugan Hand Ltd in its application to the 

231 

Reserve Bank was 7.75 per cent. Between 2 August 1977 and 

2 February 1978, the actual rate was 8.25 per cent.^*^^ When the loan 

was extended in February 1978 with a further injection of principal the 

interest rate quoted to the Reserve Bank was still 7.75 per cent. 

However at that time the interest rate payable by Nugan Hand Ltd to 

233 

Inter-Alpha Asia (Hong Kong) was 9.38 per cent. 



In August 1978 the loan was extended for a further period of six inonths 

234 

at tne sarr.e interest rate, nam.ely 1.5 per cent over LIBCR. * However, 

the rate of interest quoted to the Reserve Bank was only 8.25 per cent 
235 

per annum. Inter-Mpha A^ia (Hcng Kong) had already advised Nugan 

Kar.G Ltd that the rate that would be pavable was 10.75 per cent 
236 

cer annum. 



Nugan Hand Ltd used the authority to repay the Inter-Alpha Asia (Hong 
Kong) loan to send fanes to Nugan Hand Bank so that Nugan Hand Bank could 
meet Nugan Hand Ltd's commitmient to the Overseas Trust Bank. Nugan Hand 
Ltz recorded the loan as repaid. The obligations of Nugan Hand Ltd to 
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Inter-Alpha ^^-sia (Kong Kong) under the loan continued. Tnis obligation 
included the pav^nt of interest at the LIBOR rate plus 1-5 per 
cent.^'^^ By February 1979 the rate payable by Nugan Hand Ltd was 
12.5 per cent. By February 1980 the amount of interest payable was 

nr 0-7C u 238 

15.875 per cent. 
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FOOTNOTES 



PART 8 - SCHEDULE G 

SEE EXPLANATORY NOTE AT FRCOT OF REPORT 
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CT22721-22, CT22740-41, Pulger-Frame 
CD11241 folio 2 


2 


3 


CD6982 folio 30; CD6454 folios bU, bl 


4 


CD8358 folios 32, 33 


5 


CD10065 


6 


CD10059 folio 232 


7 


CD10823 


8 


CD11241 folio 2 


9 


CD195U 


10 


CD1262 folios 9-18 


11 


CD1262 folios 5-8 


12 


CD1262 folio 16 


13 


CD10075 


14 


CT25126-27, Shaw 


15 


CD5475 


16 


CD102S4 folio 8 


17 


CD10220 


18 


CD5141 


19 


CD8653 folio 37 


20 


CD4415, CD10200 


21 


CDl95a, CD8618 folio 46 


22 


CD5475 


23 


CD7852 folio 56 


24 


CD7S52 folio 31 


25 


CD7352 folios 21-22 


26 


CD71S5 folios 23-25 


27 


CD7S52 folios 15-17, CD8336 folio 140 


28 


CD6449 


29 


CD7S52 folio 35; CD8260 folios 83, 139, 515, 191; CD6454 folio 147, 
14S; CZc449 folio 9 


30 


CD1C212 


31 


CDcCSl folio 12 


32 


CD734c folios 3 & 4 


33 


CD6123 folios 7, 9 & 10 


34 


CT:5G73 


35 


CD1Q3Q4 folio 2; CT24752, Hill 


36 


CD7733 folio 73; CD7797 folio 122; CD4642 folic 67 
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o / 


cnll442 




CD7852 folios 123-125; CDS323 folio 84 




CD8444 folio 26 




CD8445 folio 7 




CD84^5 folio 8 


42 


CT25096. Shaw 


43 


CD11425 






45 


CD8412 folios 123, 124; CD8684 folios 30, 24. 25 


46 


CT25098, Shaw 


47 


rn5ini fnlio 4 




rn776Q fnlinq 1-6- CD10019 


49 


CD5478 folios 59-61 




rT25n97-98 




v-,UJ-700 iUXXwo ^ xi 




rn59fl6 folios 24, 30-31, 




rnRQP^ "Fnl 1 nc 615—96 19—14 
v^UD^OO LUxXUo ux-J J - 




m5QR6 folio 124 


DO 


r^c;/17P -Fol i oc 46 51 • r'n5471- CD7184 folio 40 


J u 


CD11433 


57 


CT25104-05 


58 


CD5478 folio 20; CD8414 folio 16; CT1415 




rr)6n79 folios 8, 15 

v^JJUU / ^ xv-'xxv.^fcj *J / 


ou 


rn5471 folio 82 


o± 


rn59Rl folios 25. 26, 28, 30, 31, 33 & 37 


DZ 


CD44n9 fol-^os 27-28, 53-55; CD4409 folio 19; CD6421 folio 3 


61 


CD3816 folio 20; CD3571 folio 61 


D4 


rniftl6 folio 14- CD35^0 folio 18 


65 


CD3816 folio 44; GD356S folio 41; 033571 folio 70 


DO 


rDlR16 folio 44- CD3563 folio 41; CD3571 folio 70 


D / 


r'n'^PI ^ -Folio 70 
LUJOlD roJ.xO /u 


DO 


^41 60 folio 1^ 


69 

O -7 


CD3529 folio 12; CD4156 folio 78 


70 


CD1557 folio 39 


71 


rT)fll62 folio 49 


12. 


rn'^Qin. r'P41 60 folio 15 


71 


CD3910 folios 7, 12, 13, 18 


74 


CD7819 folio 39 


75 


CD7609 folio 75; CD7S19 folio 39; CD8363 folio 42 


76 


CD1QG4 fol''0 "14 


11 

1 1 


rnl904 folio 8- CD289^- CD3816 


"7 O 

78 


rn9m7 folio 16- CDlSiQ fniio 3-; CD6555 folios 28 & 36; CD6984 




f nl TO 11 


7Q 


rn6556 folio 36 


80 


CD3980 folio 1 


81 


CD3863; CD3316; CD5452 folio 754; CD7396 


82 


CD3735; CD37dO; CD3816; CZ4083 folio 922; 07392 


83 


CD3354; CD7956 folios 62 S 64 


(-« • 

0-. 


CD4160 folio 11; CD7224 folio 140 


85 


CD4156; CD3730 


86 


CD3826 folio 18 


87 


CD2899; CD3540 folio 35 


88 


CD8327 folio 432 


89 


CD3344 folio 16; CD4063 folio 1; CD4160 folio 12 
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90 CD8377 folio 28-31; CD8375 folios 30, 73-74; CD8376 folios 33-34; 
CD8362 folio 12 

91 CD3S45 folios 14, 20 

92 CD3S46 folios 17, 21 

93 CD3S97 folio 27 

94 CD4063 folio 5; CD4160 folio 14 

95 CD3897 folios 8, 11; CD3919 folio 28 

96 CD3919 folio 28; CD3897 folios 9, 11; CDlOOlO folio 23 

97 CD3758 folio 103; CD4160 folio 15 

98 CD3758 folio 100; CD4642 folio 82 

99 CD3540 folio 64 

100 CD3540 folio 64 

101 CD3931 folio 32 

102 CD3931; CD4160 folio 15; CD5329 

103 CD39C0 folios 28-29 

10^ CD3900 folio 11; CD7836 folio 182 

105 CD3616; CD3900 folio 19; CD5126; CD7836 folio 131 

106 CD8358 folio 3 

107 CD8432 folio 143 

108 CD3920 folios 13-15; CD4160 folio 16 

109 CD7601 folio 43 

110 CD3S16; CD3924 folios 18, 20; CD5126 

111 CD6454 folios 88-92 

112 CDS362 folio 58 

113 CD3136; CD3924 folio 7; CD5172 

114 CD3929 folio 23 

115 CD3929 folio 18; CD4082; CD4156 folio 15 

116 CD7S36 folio 83 

117 CD7S35 folio 94 

118 CDS325 folio 323 

119 CDS362 folio 58 

120 CD8302 folio 222 

uia §65^0 folio 140; CD7797 folio 345; CD7802 folio 104; CD8251 
folio 191; CD8304 folio 91; CD7520 folio 201 

122 CD415o folio 16 

123 CD3T20 folio 94 

12^ CD "^57' folio 16; CD4162 folio 2 

195 C-'^-^; CD3821 folio 31; CD4142; CD7229 folio 84 

196 0-229 folio 82; CD3816; CD3821 folio 27; CD5148 

127 CD2c21 folio 18; CD7229 folios 52-58 

128 CD232i folio 13; CD3672 
199 CD"I29 folios 37-40 

130 03 315; CD3821 folio 4; CD7396 

131 0--5; CD3540 folio 35; CD4130 folio 39 

13- O^ = ^0 folio 48; CD4130 folio 37; CD6334 folio 44 

133 0"533 folio 294; CD3362 folio 49; CD3440 folio 346 

13^ Cr5IC7 folios 35, 37 • ^ -.^ -c 

13=^ O^--" folios 28, 32-33; CD5207 folios 67-68, 70-/3, /5-7o 

1-6 03540 folio 49; CD5143; CD5442 folio 462 

13"- O35-0 folio 50; CD5148; CD5442 folio 466 

13S CD3-62; CD3816; CD3863; CD5442 folio 593 

139 03261 folio 14 

140 02-50; 03316; 03863; O4083 folio 889 
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141 


CD2800 


142 


CD1981 folio 39; CD8311 folio 40; CD8362 folio 7 


143 


CD1931 folio 40; CD8083 folios 432-34 


144 


CD3797 folio 4; CD4172 folio 987; CD8354 folio 114 


145 


CD2800 


146 


CD6509 folios 377-78 


147 


CD6509 folios 377-78 


148 


CT23301, Pollard 


149 


CD7224 folio 24 


150 


CD7224 folio 9 


151 


CD977 folio 4; CD3816; CD3868; CD5148; CD7228 folios 12, 14, 23 


152 


CD3966 folio 7 


153 


CD977 folios 3, 5, 6 


154 


CD2800 folio 921 


TCP 

155 


CD977 folio 3; CD8362 folio 42 


156 


CD2800 folio 855 » 


157 


CD977 folio 5 


158 


CD3975 folio 21 


159 


CD3911 folio 3 


160 


CD2800 folio 522 


161 


CD5451 folio 697; CD5124; CD3818 


162 


CD3823 folio 9 


163 


CD977 folio 6 


164 


CD977 folio 4 


165 


CD3540 folio 34; CD5440 folio 309; CD2S99 


166 


CD3985 folio 31; CD5:32; CD5164 


167 


CD4142; CD5440 folio 230; CD2899; CD386S 


168 


CD3868;CD5442 folio 476; CD5148; CD3816 


169 


CD5533 folio 1; CD5164 


170 


CD5164; CD5523; CD5360; CD5533 folio 6; CD8263 folio 139; CD8351 




folio 67 


171 


CD5533; CD5164 


172 


CD7823 folio 34 


173 


CD2037 folio 179 


174 


CD2037 folio 180; CD10276 folio 2 


175 


CD4216 folio 9; CD3540 folio 14; CD408S folio 920 


176 


CD344 folio 13 


177 


CD8376 folio 6; CD8440 folio 493; CD2037 folio 169 


178 


CD2037 folio 169 


17S 


CD2037 folio 170 


130 


CD5453 folio 808; CD3540 folio 2; CD7394 


181 


CD2037 folio 175; CD3975 folio 11 


182 


CD4394 


TOT 

183 


CD2037 folio 176; Cijo4j4 folio 103; CDc^oZ roiio 


184 


CD4394 folio 2; CD8303 folio 4; CD3540 folio 11; CD4Cic3 folio 886; 




CB8362 folio 21; CD7772 folio 96; CD7767; Ci:8429 folio 2291 


135 


CD3362 folio 21; CD8439 folio 2293; 03540 folio 11; C240S8 folio 


186 


CD4394 folio 2 


187 


CD4640 folio 80; CD4073 folio 136; CD2c05 folio 21; 05144; CD4073 




folio 136 


188 


CD3925 folio 8 


139 


CD3925 folio 4 


190 


CD5329 folio 353; CD4162 folio 45; CDS373 folio 9; 05139; 08888 




folio 25; 03735; O3540 folio 11 
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191 


CD3925 folio 3; CD7513 folio 99; CD8376 folio 82 . 


192 


CD10476 folio 76 


193 


CD9591 folios 174-75; CD9308 folio 13 


194 


CD9591 folios 172, 176-77; CD9620 folio 39; CD9308 folio 14 


195 


CD9591 folio 77; CD9308 folio 28 


197 


CD4088 folio 905; CD3735; CD3816; CD3750 


198 


CD7087 folios 49, 46 


199 


CD8304 folio 91; CD7520 folio 201 


200 


CD6834 folio 4 


201 


CD4130 folios 18-19 


202 


CD6834 folio 8 


204 


CD4130 folio 92 


205 


CD4130 folio 44 


206 


CD3897 folio 27; CD4063 folio 5; CD4160 folio 14 


207 


CD3897 folio 29; CD3919 folio 28; CDlOOlO folio 23; CD3897 folios 8, 




9 & 11 : 


208 


CD2800 folio 912 


209 


CD7609 folio 32 


210 


CD7833 folio 194 


211 


CD3852 folio 13; CD3816; CD5121 


212 


CD7244 folio 45 


213 


CD7224 folio 5 


214 


CD3966 folio 28 


215 


CD3900 folio 28 


216 


CD3900 folio 27 


217 


CD3924 folio 24 


218 


CD3929 folio 23 


219 


CD3899 folio 8 . 


220 


CD7229 folio 3 


221 


CD3821 folio 39 


222 


CD7229 folio 91 


223 


CD7229 folio 63 


224 


CD7229 folio 51 


225 


CD7229 folio 50 


226 


CD7229 folio 49 


227 


CD7229 folio 48 


228 


CD3835 folio 4 


229 


CD7229 folio 43 


230 


CD4130 folio 56; CD6534 folio S5 


231 


CD4130 folios 82 & 86 


232 


CD4130 folio 48 


233 


CD4130 folios 30-32; CD6834 folio 47 


234 


CD4130 folio 106 


235 


CD4130 folios 103-105 


236 


CD6334 folio 22 


237 


CD6334 folio 8 


238 


CD4130 folios 11 & 19 
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TE^g^aNE: (202) 797-30OO OFFICE OF 

T^^H^^HIC ADDRESS: AUSTEMBA THE MINISTER (ECONOMIC) 

T^R^^ 892621 ^ _ 1601 MASSACHUSETTS AVE. 

WASHINGTON. D. C. 2003« 




EMBASSY OF AUSTRALIA 

IN REPLY QUOTE i 18 November 1985 



Jep^en; 



Mr. J. Jet , 

Financial I Do s t i t u t i on s Division, 
The Treasury, 
CANBERRA, ACT 2600 



Dear John, 

ROYAL COMMISSION OF ENQUIRY INTO THE ACTIVITIES 
OF THE NUGAN HAND GROUP: BANKERS' OPINIONS 

I apologise for not responding earlier to your letter 
of 3 October 1985 on the above. However, the Treasurer's visit, 
the Consuls-General Meeting in New York and the arrival of my 
family have all resulted in a rather busy period. 

I am afraid that this is a bit of a non-issue in the 
United States. Both the Treasury and Federal Reserve Board 
take no real part whatsoever in either the issuance or continued 
oversight of bankers' opinions. They are left to the market 
in all respects. 

As you can imagine, the vast number and variety of 
financial institutions in the United States makes it difficult 
to draw any reasonable conclusions as to their role in the 
community. Certainly, the major banking houses provide 
references for valued clients but these are tempered by the 
knowledge that legal recourse may be taken for any damages 
resulting from a misleading reference. In short, the bankers' 
opinions/references are a matter for individual institutions 
and my contacts suggest that there are not even any informal 
guidelines governing their use. 

The Treasury official - a Mr. Robert Bench of the 
International Banking Division - noted that the authorities' 
involvement in this area is solely related to opinions/ 
references between governmental authorities. There are some 
statutes, more frequently conventions, that require governments to 
exchange references as to the bona fides of their private 
banking institutions. For example. Bench noted that BIS 
regulations would technically require that the Australian 
authorities approach the United States authorities to attest 
that the U.S. banks are of sound standing before they began 
operations in Australia. These exchanges of references are, 
I am informed, made available to the public upon request. 



I have spoken with Geoff Dabb, Counsellor (Legal), 
about this matter. He has been providing a considerable amount 
of information in this general area but he has nothing to add 
to the above. 

I am sending copies of this letter to the Treasury posts 
in London and Tokyo. 

Best wishes. 



Yours sincerely, 

J. A. Fraser 
Minister (Economic) 



-IK-CONFIDINC 



The Treasurer 



C; ■ SUBMTPFICN KC 3?6f 

Qf FNT'S FFSPONSF TO FINM 

RFPCP7 OF STEWAPT POYAL CCKMISSION 
OF IMCUIPY INTO THE ACTIVITIES OF 
THE NUGAK HAND GBOUP 



SPECIAL MINISTER 
OF STATE 



Fpecial Minister of State Is seek 5 p" Cahi net's approval 
of th^ principles to be applied in maklno oeletions froir the 
text of the ahovementione^ Peport that is to be released 
publicly and endorsement of the text of a Rtatement the 
Minister proposes to make to P^rT ^-n«nf on tb» Government 8 
resporpe to the Report. 

Copies to^: ^^^^^ r.orr^mission was established in 1983 to investigate the. 
The Secr^a!i?^er> involven,ent of the Hugan Hand Group in drug 
Mr Moore traffickina. arms dealing and dealings with the CIA and 
Dr HiSqii^ leaed breaches by the Group of other Cornwonwealth and State 
Mr Evans ^awf.. While the Commission's final report concludes that 
^ w , r is no evic-ence to support the allegations involving 
rrucs, arws dealing and CIA involvement, it did find 
considerable evidence of breaches of State lav;s (principally 
r-rovisionF of the Crimes Act and company laws) and of 
Con>Fcmv-ealth laws in respect of taxation, the 
exchange reaulations as they then applied anc the Royal 
Corrcissions Act. 

-> The Royal Commission did net rake any recorr.ir-endations 
-orcerrinq the cror.ecution of alleoed offences under 
Commonwealth and State laws but indicated that information in 
those re?oects had been passed to the relevant law 
enforcement authorities. It did, however, make a number of 
policy recormendaticns in respect oft- 

proposed amendments to the Royal Commissions Act; 

access to ban-'-irr ^r-r'---'r in t-he Cayman Islands; 

the enactif-ent oi t.i on to provide for the 

specification of the duties of auditors and for a review, 
bv the KCSC, of the Companies Code; and 



CABINET - IN - CONFIDENCE 



the est8bll«hwent of a Cowinittee to review criteria for 
the issuing of "hankers* opinions" by banks on the 
8tan<^inq and worth of their clients. 

4. The CoTT^TPisf?ion'o recornmendat ion regarding acce*??? to 
banking records in the CavtP^n Tslandp is already being 
pursued in other contexts (a similar recommendation was made, 
for example^ by the ro5?tiqr^n Poyal Commission). The only 
on-going matter arising from the Commission's recommendations 
which is of direct relevance to vour portfolio interests 
therefore, concerns bankers' opinions. The Commission's 
concern reo;*rdino this matter arose from the alleged manner 
in which the Nuaan Hand Group was able, through a series of 
neootiations with a Branch Manager (now deceased) of the ANZ 
Bank throngh whom it dealt, to influence the issue of 
favourable opinions on its financial standing and the 
subseguent very effective use made of those opinions in 
expanding the Group's activities, particularly in South East 
Asia. 

5. At a meetinq of the Officials' Committee on Law 
Enforcen»<^nt on 25 July 1985, a small informal Working Group 
comprising officials of Treasury, the Reserve Bank and 
Attorney-General's Department was established to examine this 
matter. We are currently assemblino the relevant background 
information covering the use of bankers' opinions and Intend 
submittino the Working Group's recommendations on the matter 
to yr^^'i ryr- rjoon as possible. 

COMMI ! ^ 

6. The approach to be taken in making deletions from the 
publicly released Peport is to remove references to a number 
of individuals named throuohout the text who are currently 
beina, or may be, investigated by law enforcement agencies. 
In line with the Commission's recommendations, it is also 
proposed that Part 10 of the Peport which identifies specific 
aliened breaches of law be deleted. With one exception, the 
Issues raised are essentially of a law enforcement nature. 
This exception relates to allegations concerning a senior 
private bank executive which the Governor discussed with you 
some time ago. The Governor is taking appropriate steps in 
reaard to the matter consistent with the Commonwealth's 

w-ri- ^ responsibilities. 

7. We have been consulted in the preparation of the text of 
the Minister's proposed statement and have no objections to 
it. 

RECOBWENDATION 

8. It is recommended that you raise no objections to the 
proposed approach to deletions from the Peport and the text 
of the Minister's proposed statement. 
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CABINET - IN - CONFIDENCE 



9* I aw not qlvlnq this wlnute any wider Ministerial 
distribution. 

P.M. Beethaw 

First Assistant Secretary 
7 Noven^herf 1985 
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□ Collate 



if inquired, reiu.n 





Actioned by 
Distribution List: 



The Treasurer 
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GOVEPNMEWi TO FTKAT, 

PE1HDPT OF STEWAPT POYAL COMMISSIOH 
OP IWUTPY INTO THE ACTIVT-^IFF OP 
THE NUGAN HAND GROCP 



SPECIAL MINTSTEP 
OP STATE 



The Special Minister of State is seeklner Cabinet's approval 
of ^be prJnclrl<?s applied in waklnq deletions froip the 

tex<- of the abovewentioned Peport that is to be released 
puMicly and endorsement of the text of a statement the 
Minister proposer to make to Psrllamprt on th*» Goverrmert s 
respor?*» to the Peport. 

BACKGROnND 

2. The Coiwnission was established in 1983 to investiaate the 
alleqed involvement of the Wuoan Pand Croup In druo 
trafficklno, arms dealirn and dealings with the CIA and 
«neoed breaches by the Croup of other Commonwealth and Stat 
laws. While the Commission's final report concludes that 
there is no evidence to support the allegations involvina 
druos, arms dealing and CIA involvement, it did find 
rrn«iderahle evidence of breaches of State laws (principally 
provision?! of the Crimes Act and company laws) and of 
Comrcnwealth laws in respect of taxation, the foreign 
exchange regulations as they then applied and the Foyal 
Cowmissions Act. 

The Poyal Cowmifslon did not make any recommendations 
concerrino the prosecution of alleoed offences under 
Commonwealth and State laws but indicated that information 1 
those respects had been passed to the relevant law 
enforcement authorities. It did, however, make a number of 
policy recommendations in respect of:- 

proposed amendments to the Poyal Cowmissions Act; 



accer*- 



V -1 7-. V 1 t-. r 



re^rr^rdr^ In tb»» Cavman IslandsT 



the enactment of leaielation to provide for the 
specification of the duties of auditors and for a review, 
by the KCSC, of the Companies Coder and 
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the establishment of a Cowu'lttee to review criteria for 
the Issulno of •hanker?' opinions" by hanks on th« 

e,t»r-"''^ - and vorth of their ^-H-^-^-c. 

4. The CowmlFslon's recomrendation reqardlng access to 
banking recor«1t! In the Cavn>?»n l9lan<1f< Is already belna 
pursued in other contexts (a similar recommendation was nad«, 
for example, by the ro>«tloan Poval Commission). The only 
cn-qr*'^'- v^fttt^r arisinc from the Commispion'B recommendations 
whic> f direct relevance to your portfolio Interests 
therefore, concerns bankers' opinions. The Commission's 
concern reoardino this matter arose from the alleged manner 
in which the Nuaan Hand Group was able, " ' a series of 
neaotiatlons with a Branch Manaoer (now ) of the anz 
Bank throuoh whom it dealt, to Influence the Issue of 
favourable opinions on itr- financial f^tandino and the 
subsequent verv effective use wade of those opinions in 
expanding the Group's activities, particular! ^outh East 
Asia. 

5. At a meetino of the Officials' Committee on Law 
rnforcem-Tt on 25 July 1985, a small informal Wcrkino Group 
comprisinq officials of Treasury, the Reserve Bank at 
Attorney-General's Department was established to exami-^ this 
matter. We are currently assemblina the relevant background 
information covering the use of bankers' opinions snd intend 
submittina the Workina Group's recommendations on the --t-fn- 

6. The aoproach to be taken in making deletions from t' 
poblirlv released Peport Is to remove references to ^ r. 
of individuals named throughout the text who are current) v 
beino, or may be, investigated by law enforcement agencic?. 
In line with the Commission's recommendations, it is also 
proposed that Part 10 of the T?epcrt which identifies specific 

gf- ^ breaches of law be deleted. With one exception, the 

ir raised are essentially of a law enforcement nature. 

This exception relates to alienations concerning a senior 
private bank executive which the Governor discussed with you 
some time aoo. The Governor is taking appropriate steps in 
regard to the matt«»r consistent v5^^ ^ i ^h e 

h^»rV4no rr>?ponsibl lltles. 

7. v.> hPve been consulted in the preparation of the text of 
the Minister's proposed statement and have no objections to 
it. 

PECOMMENDATION 

8. It is recommended that you raise no objections to the 
proposed approach to deletions from the Report and the text 
of the Minister's proposed statement. 
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^. m not Qivlno this niinute any widi»r Ministeria 
dietr ibutlon* 



R«M« Be^than* 

First Assistant Secretary 
Nnver>her# 19P5 
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